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WHO 


17,000,000 dead—17,000,000 soldiers 
and sailors killed in the last war! 

Who are they? Statesmen? Polliti- 
cians? Big-navy advocates? Munitions 
manufacturers? Business leaders 
whose factories hummed during wat 
times? Editors whose papers love to 
stir up international bad feeling. be- 
cause it helps circulation? 

No—not one! 

Just average citizens. Young men 
with their lives before them. 

They were told it was glory. and 


look what they got. Look what all of 
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Eco- 
nomic disorders that have not yet been 
righted. A bitter defeat for one side, 
a bitter victory for the other. 


us got! Back-breaking taxes. 


Yet the world is drifting toward an- 
other war right now. And those who 
profit by war will encourage that 
drift 
fight them! 


What YOU can do about it— 


World Peaceways is a non-profit 


unless we who suffer by war 


agency the purpose of which is to 
solidify the desire most people have 
to abolish the whole silly business of 
wal. 
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This organization does not claim to 
have solved the world’s troubles or to 
be able to cure all the world’s ills. It 
does feel. however, that intelligent ef- 
forts can and must be made against 
war and toward a secure peace. If 
you think so, too, we invite you to 
write for a copy of the World Peace- 
ways program. It will show you how 
you can do your share, however small, 
in a modern, practical effort to build 
up a strong public opinion against 
Woritp Peaceways, 103 Park 


Avenue, New York. 


war. 








Now Ready! 














Second 
Big 
Printing! 


A glance at the outline below will show 
you why the first printing of this new 
book was quickly exhausted. 


A second big printing has now been re- 
ceived. You can purchase this book 
alone, or receive it free with a year’s 
subscription to The Magazine of Wall 


” TIMING 


When to Buy and Sell 
in Today’s Markets 


By John Durand 
Stock Market Technician 


Price $3 Postpaid 
160 pages, 5 x 7%, flexible cover 


Here, for the first time, is a comprehensive 
book of instruction which not only sets 
forth principles, but shows you how they 
work in typical situations. It takes up. . . 
CHARTS: THEIR USE, ADVANTAGES 
AND LIMITATIONS .. . . illustrating the 
kinds of charts . .. how to read them . . 

how to detect trends and turning points. 
WHEN TO BUY AND WHEN TO SELL 
how to gauge investment sentiment .. . 
hew to read the tape . . . timing the effect 
of news ... danger signals . . . limiting 
losses. 

THE MECHANICS OF THE STOCK 
MARKET ... the various kinds of orders, 
and when to use them .. . computing 
margins . . . short selling . . . executing 
puts and calls trading over the 
counter, 

HOW TO SELECT INDUSTRIES AND 
INDIVIDUAL ISSUES FOR  INVEST- 
MENT .. . the characteristics of various 
groups ... seasonal possibilities . . . how to 
analyze financial statements . . . shaping 
your investment portfolio. 

CASE HISTORIES apply the principles 
and methods Mr. Durand recommends . . 

set forth typical problems . . . and step 
by step lead up to logical conclusions. 


Mail This Order Today 
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CUT enclose $3. Send me “TIMING: When to 
Buy and Sell in Today’s Markets”, postpaid, 
upon publication. 

OI enclose $7.50. Enter my subscription to The 
Magazine of Wall Street for one year, and 
send me this book free. I understand this en- 
titles me to all privileges included with a 
year’s subscription. 
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Tue United States contains 6 per 
cent of the world’s area and 7 per 
cent of its population. It normally 
consumes 48 per cent of the world’s 
coffee, 53 per cent of its tin, 56 per 
cent of its rubber, 21 per cent of its 
sugar, 72 per cent of its silk, 36 per 
cent of its coal, 42 per cent of its 
pig iron, 47 per cent of its copper 
and 60 per cent of its petroleum. 
The United States operates 60 per 
cent of the world’s telephone and 
telegraph facilities, owns 80 per cent 
of the motor cars in use, operates 
33 per cent of the railroads. It pro- 


As Others Soe Usa 


{Reprinted from the London Sphere) 


duces 70 per cent of the oil, 60 per 
cent of the wheat and cotton, 50 
per cent of the copper and pig iron, 
and 40 per cent of the lead and coal 
output of the globe. 

The United States possesses al- 
most $11,000,000,000 in gold, or 
nearly half of the world’s monetary 
metal. It has two-thirds of civiliza- 
tion’s banking resources. The pur- 
chasing power of the population is 
greater than that of the 500,000,000 
people in Europe and much larger 
than that of the more than a bil- 
lion Asiatics. 





Responsible leadership which can- 
not translate such a bulging econ- 
omy into assured prosperity is 
destitute of capacity. But pompous 
statesmen, looking over the estate, 
solemnly declare that the methods 
by which it was created are all 
wrong, ought to be abandoned, must 
be discarded, that the time has come 
to substitute political management 
for individual initiative and super- 
vision. 

There is only one way to charac- 
terize that proposal—it is just damn 
foolishness. 





Capital Gains 


IN THE NEXT ISSUE 


Two Important Tax Articles 


1. Changes Ahead in Federal Taxes 
Undistributed Profits 


By M. L. SemMan 


2. Last Minute Income Tax Hints for Investors 


By Cuar.es M. St. Joun 


Must Administration Aid Business to Win Coming Elections? 
By Ray Tucker 
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Nesmith 


Armament programs are a boon to machine tool builders. Foreign 
orders have provided backlogs of from two to four months. Our 
own armament building plus the expected demand from rail equip- 
ment and motors should swell the volume in coming months. 


See page 648 
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The Trend of Events 


THE ROOSEVELT PRICE POLICY... The President's 
statement on commodity prices is essentially an outline 
of what he would like to see happen, rather than an an- 
nouncement of taken. He wants a 
gradual rise in the general price level, but not neces- 
sarily an advance to the 1926 average. He wants a bet- 
ler price balance, to be brought about by a rise in sensi- 
tive prices and by decline in some of the more rigid 
Excepting the farm program, he offers no new 
remedies for the price ailments which he sees. Further 
monetary manipulation is disavowed, and there is no 
suggestion of a return to extreme deficit spending. 

Farm prices are a law unto themselves, with demand 
varying little and supply the vital price factor. Federal 
production control may reguate these prices, but within 
by no means precise limits, since weather, insects and 
plant diseases can not be “planned.” Yet this effort is 
simple as compared with the staggering problems that 
would be met in any Government attempt to regulate 
all prices. 

There are—and always have been—valid economic 
reasons Why some prices are flexible, others rigid. Supply- 
demand variables are at all times reacting upon liter- 
ally hundreds of prices, doing a long run job of regulation 
that no planned economy has yet matched in efficiency. 
Moreover, the President’s price generalizations tend in 

the cart before the horse.  Be- 
materials and) semi-manufactured 


measures to be 


prices. 


some respects to put 
cause prices of raw 


are more sensitive than prices of finished 
goods, depression always reduces them more than prices 
of finished goods are reduced. The reverse is true in 
recovery, with sensitive prices rising back in balance 
with more rigid prices. In the early weeks of 1937 we 
had virtually the 1926 balance between raw materials— 
exclusive of farm products, which were then above the 
composite average—semi-manufactured goods and_fin- 
ished goods. The present disparities among these three 
major commodity groups did not cause the depression, 
but were caused by it. A recovery in production, fed by 
private investment. would be the soundest and most 
effective way to raise prices and restore balance. 


voods 


REGULATING THE FARMER ... The Administration's 
farm program is logical, however unsound or unwise it 
may prove to be in operation. You can not regulate farm 
prices without regulating farm production, and you can 
not regulate farm production without regulating the 
farmers. The law just adopted makes the Secretary of 
Agriculture a virtual overlord of the raisers of cotton, 
wheat, corn, tobacco and rice. 

This venture in the regimentation of a major portion 
of our agricultural economy—applving principles familiar 
in the dictator countries of Europe—is a radical innova- 
tion in America. It is evident that the farmers them- 
selves are far from unanimous in desire for it: and it is 
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significant that some of the New Deal’s most faithful 
adherents in the Senate voted against it, including 
Senators McAdoo, Bulkley, Wagner and La Follette. 

Senator McAdoo argued against its constitutionality, 
saying: “I don’t think it is constitutional to go out on a 
man’s farm and measure off portions that he may use 
and portions that he cannot use.” The liberal Senator 
Johnson opposed the enormous power that the law places 
in the hands of the Secretary of Agriculture. 

One does not defend this law in expressing the opinion 
that its longer threat to American liberty has probably 
been exaggerated. We have had an endless succession 
of farm laws in recent history and none has had a long 
life. The farmers are well organized and _ politically 
articulate. Their ability to get a law adopted is fully 
equalled by their ability to get it repealed or revised. 
The chances are they will not like this one when they 
feel its pinch. In that case they will express their dis- 
like in no uncertain fashion, and the Administration and 
Congress—unlike the European dictators—will very 
promptly dance to the tune that they call. 


OTHERS SHARE IN RECESSION ... An unfavorable 
business trend is no longer confined exclusively to the 
United States. Despite officially expressed optimism, 
evidence multiplies that in Great Britain economic ac- 
tivity has taken a marked turn for the worse. This may 
be due in part to internal factors, but is probably in 
larger measure the inevitable repercussion of our own 
depression, which has curtailed the total consumption of 
commodities and reacted unfavorably on world prices. 

Only English business directly related to the arma- 
ment program remains at a boom level. Virtually every 
other branch of business shows increasing unemploy- 
ment, notably in metals, agriculture, building, textiles 
and clothing. The official unemployment figures show a 
much greater than seasonal increase from September 
through January. In that period the jobless increased 
by 488,403 or by more than 35 per cent. There has also 
been some decline in Canadian business activity in re- 
cent weeks. 

Both because of our depression and the beginning of 
recession in Great Britain, the British appear increasingly 
doubtful of the wisdom of pressing the proposed British- 
American trade pact to prompt consummation. They 
do not like to make binding commitments while standing 
on shifting economic foundations. That would be a 
good rule for us, too. 


LOOKING TOWARD BETTER TIMES ... It can be said 
for the automobile industry that it not only retains a 
basic optimism, but reacts to bad times by redoubling 
its efforts both to get current business and to build for 
the future. Extraordinary efforts to break the log jam 
in used cars, on which sales of new cars largely depend, 
are apparently meeting with some success. Despite prob- 
able seasonal improvement in sales over the next several 
months, however, this will, of course, be an “off” year 





for the industry. With the hope of making 1939 a bette; 
year, plans are already well along for radical changes jn 
the models to be introduced next November. 

Both General Motors and Ford have launched active 
re-tooling programs for the 1939 models, and Chrysler 
is expected to follow soon. In the Ford Rouge plant 
1,500 tool makers have been called back to work, while 
Fisher Body has recalled every available man for tog 
and die work. Very little business has yet been placed 
with independent machine tool makers, but increasing 
inquiries point to a large volume of such orders over the 
next few months. 

Public knowledge of forthcoming radical changes may 
possibly tend to hamper sales efforts on the 1938 cars 
to some extent, but in a year of depression the motor 
manufacturers reverse the old maxim that a bird in the 
hand is worth two in the bush. It all depends on the 
bird—and the bird now in hand is not so good. There. 
fore, the industry is reaching for two in the bush. In 
the past it has done much for American business by bet- 
ting confidently on the future. It may do so again. 


EXPECT LOWER YIELDS ... American investors must 
face the reality of generally lower returns on capital. 
To the buyer of high grade bonds this is not a new situa- 
tion. For the past few years he has been made fully 
aware of the fact that between 314 per cent and 4 per 
cent is about as well as he can do: unless, of course, he 
is willing to make considerable concessions in the quality 
of his holdings and, if he does this, he becomes a specula- 
tor rather than an investor. To the stockholder who re- 
members only the past year or two when profits have been 
sizable and the tax on undistributed earnings has forced 
their distribution a small return will be something new. 
The condition must be accepted, however, for over the past 
six months profits have contracted sharply and as a cor- 
sequence reduced or omitted dividends are increasingly 
commonplace. It is true that many companies that have 
been passing or reducing the payments to their stock- 
holders have done so with the full realization that divi- 
dends may have to be larger later in the year if bus- 
ness improves. On the other hand, there is a strong 
probability that the tax on undistributed profits may be 
considerably modified or even repealed during the next 
few months and in this event one might expect 3 
tendency to withhold dividends, regardless of larger 
earnings, in order that depleted reserves can be built up. 
The wise course is to weigh the possibility of dividend re 
duction before it occurs and consider whether a reduced 
rate is not offset by a strengthened financial position ot 
other improvement in the equity position. 


THE MARKET PROSPECT ... Our most recent i 


vestment advice will be found in the discussion of the 


prospective trend of the market on page 622. The cour & 


sel embodied in the feature should be considered 
connection with ali investment suggestions, elsewhere I 
this issue. Monday, February 21, 1938. 
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BY CHARLES BENEDICT 


HITLER WINS THIS MOVE... 


eee and endangers the peace of the world. 

The events in Europe during the past fortnight indi- 
cate that Hitler has out-manoeuvered the other Euro- 
pean powers who have been endeavoring to keep him 
from gaining a foothold in Austria. At the moment, he 
has also won a victory over Mussolini in consummating 
this political Anschluss. Further, he has justified his 
right to the dominant position in Germany by his suc- 
cess in forcing the capitulation of Austria without blood- 
shed—and strengthened his hand at home. At the same 
time, he has gained a great personal objective as well as 
one which has been a keynote of German policy. 

While the Nazis are jubilant over this success, the 
rest of Europe is disturbed and apprehensive, wonder- 
ing where the ax will fall next. And Mussolini has just 
as much reason to fear the Nazi steamroller as anyone, 
for it is he who revitalized the German will and created 
this new Frankenstein which may crush him also. With 
Germany on his border, his position in the Rome-Berlin 
alliance becomes secondary. 

As things stand today, Czechoslovakia 


single handed risk going to her assistance at this time; 
(2) that the Rome-Berlin axis is so necessary to I] Duce 
that this concession had to be made to strengthen the 
hand of Hitler, because Mussolini apparently feels safer 
with the Nazis in power in Germany than with the army 
and the aristocracy which have been growing pro-Eng- 
lish during the past few months; (3) that he had to 
back Hitler to uphold his doctrine of the superiority of 
the fascist form of government over all others, and last, 
but not least, retain his own position which might be 
jeopardized by the fall of Hitler? 

In the latter event Germany’s sympathy for England 
might result badly for him and seriously affect his ambi- 
tions to recreate a vast Roman Empire. 

The bargain between Hitler and Mussolini surely re- 
lates to this ambition. 

Is Il Duce willing to permit Germany to expand in 
Middle Europe while he is given free rein in Africa? In 
his book “Mein Kampf” Hitler’s ambitions include Mid- 
dle Europe and Russia,—not (Please turn to page 678) 





and the other Danubian and Balkan 
states are in great peril of their freedom. 
What has happened to Austria can hap- 
pen to them as well. The failure of any 
support from Paris, London and Rome 
is already indicated. They stand in dan- 
ger of being overtaken by Nazi momen- 
tum, as without active military assist- 
ance from the three leading European 
powers, they hardly can be expected to 
put up a winning fight. Thus they, like 
Austria, might well feel that resistance 
to Germany’s demands would be futile. 
If Austria’s passive attitude was on 
the advice of Mussolini, there is more 
to it than appears on the surface. Un- 
questionably, it was an amazingly easy 
conquest for Hitler. What reason, 
therefore, did Mussolini have for en- 
couraging Schuschnigg to accede to Der 
Fuehrer’s wishes other than the preven- 
tion of the futile shedding of blood for 
an Austria forsaken by the Allies who 
had guaranteed her integrity? Was it: 
(1) that Mussolini did not feel he could 
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W. would like to feel bullish on this market, since 
that is much the more pleasant side—but we cannot for 
the present escape a feeling of uncertainty: and our 
doubts as to whether the general run of stocks are at 
levels attractive for longer range purchases have not 
been cleared away by the helpful hints recently emanat- 
ing from Washington. 

It can be said, on the favorable side, that in the down- 
swing of January 11 to February 3 the 
market halted for the fourth time since 
October 19 at approximately the same 
level of resistance, as measured by the 
more inclusive daily averages. There 
is a technical basis for nimble specu- 
lators to make trading purchases on 
reactions as long as the lows of the past 
several months are not violated. 

Yet the performance ever since the 
climactic October break has been essen- 
tially negative. There has been no 
rally anywhere near the scope of the 
intermediate recoveries which for- 
merely followed concentrated declines 
such as that experienced between 
August and November. The most re- 
cent rally leaves the market, as this is 
written, approximately five points above its low to date, 
as shown by our weekly index of 330 stocks. 

The business picture so far this year has also been 
negative. The decline has flattened out. Little ground 
has been lost during the past month in our per capita 
business index. There may be justification for hope 
that spring will bring some improvement—but no better- 
ment in total business activity is yet visible. 

In the commodity markets results since November 
have likewise been negative. The sensitive indexes of 
spot and future prices have held in a narrow trading 
range for about three months. Broader indexes of whole- 
sale prices, such as that compiled by the Department 
of Labor, have thus far continued to sag. 

In the field of bank credit the story is the same— 
negative. Deflation of credit appears to have ended, 
but there has been no expansion of total loans and invest- 
ments of member banks. 

We would not contend that the Administration's 
recent efforts to encourage a turn in the tide are wholly 
negative. As far as they go, they may be construed as 
mildly favorable—but they don’t go very far, as yet. 
Indeed, they continue to appear strikingly cautious and 
ineffectual as compared with the vigorous “reflationary” 
efforts made early in Mr. Roosevelt’s first term. 
Without doubt, hope of what the Government might 
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MILLER 


do to stimulate recovery has been the chief sustaining 
factor in the stock market recently. Now so far as busi- 


ness volume and commodity prices are concerned, the 
evidence suggests that the depression halted several 
weeks ago, with little or no help from Washington. The 
decline in business stopped at approximately the level 
where all depressions of the past seventy-five years 
halted, 


with the single exception of the slump 
of 1929-1933, which reached an ex- 
treme largely because of deflationary 
monetary and banking factors which 
have not been present in the recent 
economic cycle. Spot and future com- 
modity prices stopped declining when 
business volume stopped declining. 

The most practical question con- 
fronting the investor and the longer 
range speculator, as we see it, is not 
whether we are on bottom in business 
and in commodity prices. Our opinion 
is that bottom has been reached or 
almost reached. The big questions are: 
How soon will we get a substantial 
recovery? How long will business stay 
at a level which means little or no 
earning power for the majority of lead- 
ing common stocks? 

It is true that earnings in dollars and cents per share 
are not as vital to the stock market as the trend of earn- 
ings—and it may be that a convincing upward trend will 
be established some time in the weeks or months ahead. 
But no upward trend is now in sight, and to anticipate it 
involves assumption or guess, which may ultimately 
prove right but which certainly involves considerable 
risk meanwhile of being premature in timing. 

Suppose the Administration’s remedies prove too mild 
to get significant results this spring. In that event 
numerous stocks may look very high on the profit state- 
ments that will be issued, putting speculative and invest- 
ment optimism under considerable strain. Comparing 
earnings with those of the late spring of 1935—when the 
trend was definitely up—quite a few equities do not look 
cheap. As we have seen, it requires no great volume of 
liquidation to put stocks down under the existing rules 
of the game. All it takes is absence of demand and a 
dribble of discouraged selling. 

These observations do not constitute a wholly bearish 
conviction. We are by no means certain that the bot- 
tom is going to fall out of the market. We concede that 
a rally of better proportions than any yet seen since last 
October is a possibility. We concede also that, as a 
possible alternative to a general slump through the 1937- 
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There is a technical basis for trading purchases on 


reactions as long as the lows of recent weeks are 
not broken. There is not yet a tangible foundation 


upon which to base longer term commitments. 


19388 lows, the approximately 30-point trading range in 
the Dow-Jones industrial average that has been main- 
tained for the past four months may be extended for 
many months to come. A pattern like that would not 
benew. We had it from the late summer of 1933 to the 
spring of 1935—-a period of twenty-one months. We 
had such a transitional phase in the vear 1926. We had 
approximately a 20-point range in the industrial average 
from the autumn of 1922 to the late summer of 1924. 
What we do emphasize is simply that we see no 
tangible basis at present for a reasoned conclusion that 
a sustained recovery in stock values is about to begin. 
We do not see such basis in the current business trend. 
We do not see it in the commodity price trend. We do 
not see it in the trend of bank credit. We do not see it 
in the trend of medium grade and speculative bonds, 
atthough here the performance of the past fortnight has 
been tentatively encouraging. We do not see it in such 
steps as the Administration and Congress have taken. 
Naturally, when convincing evidence of a significant 
turn in the tide becomes visible, stocks will be somewhat 
above bottom prices—but our bear market will not be 
converted overnight into a runaway bull market. A bull 
market is normally much slower than a bear market. 
Our last major rise started from a double-bottomed base 


formed over approximately an eight-month period be- 
tween the summer of 1932 and March, 1933. The cost 
of waiting for positive recovery signals is relatively small, 
when compared with the risk of making premature pur- 
chases on a basis of hunch or guess. 

As concerns Washington’s recent moves—a _ partial 
relaxation of the policy of gold sterilization; offer of 
somewhat more liberal “rescue” loans by the R F C; and 
the statement of the President that he will seek a grad- 
ual and moderate rise in the average commodity price 
level, involving higher prices for some commodities and 
lower prices for others in the interest of balance—the 
sum total of all of this is far less “reflationary”—or infla- 
tionary, if you will—than the policies pressed in 1933, 
1934, 1935 and the forepart of 1936. Those initial Roose- 
velt policies took some two years to lift business above 
the level reached in the summer of 1933. 

No important Federal deficit spending is indicated for 
the first half of this year. No major renewal of long- 
term private capital investment is indicated for the first 
half of this year. One or the other is needed to feed any 
substantial recovery. This deficiency in the picture is 
more vital than the commodity price problem or the 
not particularly wide unbalance that now exists as be- 
tween different major commodity groups. 
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Roosevelt's patience with natural recovery forces has 
about run its limit, and some spectacular moves are in 
the air. Price policy changes and R F C lending are only 
the forerunners of other attempts to revitalize business. 
Expect soft pedal on reform for the present at least. 
Congress is shy of it; the President realizes at last that 
it delays recovery. 


Federal finances which were painted in rosy hues by 
Morgenthau fortnight ago are steadily heading for a 
bigger deficit than budgeted, though other factors should 
keep government bond market firm. Gold desterilization, 
new capital for Commodity Credit Corp., clearing R F C 
of relief losses, may all be preliminaries to new and 
unbudgeted spending. 


Pump priming advocates are getting more vociferous, 
more hopeful, but Roosevelt is inclined to base new pro- 





WASHINGTON SEES— 


Recovery panaceas getting increasing White 
House favor. 


New pump-priming plans based on lending 
instead of spending. 


Federal deficit headed for bigger figures. 


Political season fast approaching. 


Administration still muddling its price 
policy. 
Gold policy change a preparation for 


something else. 


Farm bill future a mystery even though it 
is passed. 


F H A off to a flying start. 








gram on lending rather than spending, to avoid budgetary 
inflation (now) and on theory that recession is short 
lived and business needs only a shot in the arm (reni- 
niscent of Hoover’s 1930 approach). He hunts projects 
which may be called self-liquidating, is sifting plans for 
pumping new credit into industry, particularly small 
businesses, and is toying with some big home construc. 
tion financing ideas. 


Super-highway projects, popular as pump-primers in 
every depression, are being pressed actively, with oblique 
blessing of Roosevelt who sees them not inconsistent 
with his recent attempt to reduce federal highway funds 
because these would be self-liquidating (maybe) 
through tolls and “excess condemnation.” Latter is plan 
for government to buy all abutting land and resell at 
fancy prices, pocketing the increment, which appeals to 
Roosevelt because it would prevent landowners from 
making a profit. 


Political intrigues are getting hot as state primaries 
near and candidates fight for crumbs of White House 
endorsement, the dropping of which already promises 
embarrassment. Non-New Deal observers chuckle at 
several Senators who supported President’s court pack- 
ing plan last year and now face serious primary troubles 
while others who defied Farley’s threats to oppose the 
plan are riding high. Meanwhile dissatisfaction grows 
with Republican leadership (or lack of it) and interest 
waxes in thorough G.O.P. housecleaning well in advance 
of 1940. 


War profits bill is gaining few friends, though endorsed 
by administration. It would straitjacket industry and 
make U. S. practically a corporate state in war-time. 
Industry hesitates to oppose, fearing charge of unpatriot- 
ism, but labor is hot against, pacifists are losing their 
ardor for it, and feeling grows that hands of a war Con- 
gress should not be tied. 


SEC legislation is largely stalemated, with neither 
vigorous opposition nor much enthusiasm. Part of last 
year’s trilogy .(Lea-Barkley-Chandler) may squeez 
through. Investment trust regulation bill, which was to 
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have been the big show this spring, is not yet drafted 
but will be thrown in hopper in due course. 


European politics worry administration observers be- 
cause of war potentialities and certain unsettlement 
threatening trade revival. Private reports are pessi- 
mistic, reflecting feeling that something is going to hap- 
pen but void of specific predictions. 


Gold policy change, being partial (and under present 
conditions, practical) abandonment of sterilization, in- 
creases available bank credit, improves market for gov- 
ernment bonds, highly pleases inflationists, gets both 
Treasury and Federal Reserve officials out of a tight 
spot, saves a lot of New Deal faces, is touted as exempli- 
fying flexibility of administration’s monetary machinery, 
helps finance the deficit—and probably paves way for 
further inflationary and debt-financing steps. 


NLRB investigation postponement probably kills the 
move for this session, but discussion has had desired 
effect in causing Board to move more cautiously. 
Wagner’s bill to force government contractors and bor- 
rowers to comply with N L R B rulings is viewed as con- 
fession of weakness since such would be expected to 
comply without special compulsion, like all others. 


New relief appropriation quietly flouts Congress’ edict 
that last year’s appropriation last 12 months, and no 
good politician cares to question this method of cutting 
a Gordian knot. But it embarrasses Treasury officials 
who did not include this extra quarter billion in financ- 
ing plans, and shows that New Deal, which would plan 
for others, can’t plan six months ahead for itself. 


Food and drug bill will make progress soon and pass 
during spring now that controversy over advertising has 
been settled in favor of Federal Trade Commission. 
Dealing only with labels and standards, new bill will 
plug many weaknesses in old 1906 act but be much less 
oppressive than “Tugwell bill” of five years ago which 
started it all. 


Petroleum tax pushed by coal interests in guise of con- 
servation measure got inadvertent White House endorse- 
ment when wires got crossed through some mix-up, 
much to consternation of politicians from oil regions. 
Meanwhile crude oil price stability in Texas is being 
probed by Justice Department, which refuses to believe 
difficulties of independent refiners are due to termination 
of gasoline buying policy by major companies because of 
Madison court case, and instead suspects a deep plot in 
violation of anti-trust laws. 


Prudent investment theory, latest New Deal fetish for 
reducing power costs, is embodied in administration- 
drafted Havenner bill which would direct Federal Power 
Commission to use this rate base in its jurisdiction and 
try to force it on state utility commissions. Slight 
chance of enactment this Congress. 

Equipment loans, except on built-in fixtures, are strictly 
barred in the new regulations on bank guarantees in 


which FHA went the limit of the discretion permitted 
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Wide World Photo. 


Passage of new farm legislation is victory for Secretary 
Wallace's ever-normal granary idea. 


in revived Title I. Loans on refrigerators, etc., were the 
greatest loss to F H A before, but now store fixtures and 
industrial machinery are also excluded. FH A continues 
to play down fact that its $5 per $100 discount plan 
equals 9.7 per cent interest, describing it for benefit of 
banks as “ratio between total charge and average amount 
outstanding.” 


Farm bill enactment brings victory for Wallace’s ever 
normal granary but with riders and jokers which may 
make it unworkable, illegal, and excessively expensive. 
Few pretend to know the answers. It includes about 
every known scheme for limiting production and raising 
prices on theory that if one doesn’t work another will, 
and farmers will soon be enmeshed in network of red 
tape. Another network created by the act has great 
political potentialities—the federally financed county 
committees which will police it. 


Large scale housing projects in considerable number 
will be launched soon, FH A officials confidently pre- 
dict, following publication of regulations under the two 
financing plans of the liberalized new housing law (not 
to be confused with the U. S.-financed slum clearance 
law). The two plans are overlapping but not contra- 
dictory, permitting a developer to pick that best suited 
to his project. Officials claim it is the long-sought an- 
swer to the mass housing problem. First on the band 
wagon is “National Small Homes Demonstration” in 
which 35 building supply producers and associations are 
cooperating to build groups of houses selling under $5,000 
in hundreds of communities. 


Chain store tax bill has powerful lobby support, but 
administration is not ready to (Please turn to page 678) 
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NX 
k:. the first six weeks of 1938 business activity has been 
fairly steady near the low level of December. This 
negatively favorable performance raises two questions: 
(1) Has the depression reached bottom? (2) When 
and how can we get a recovery? 

In examining the first question, we note that the per- 
centage decline in business has already approximated 
that experienced in most depressions of the past sev- 
enty-five years, with the single exception of the depres- 
sion of 1929-1933. Therefore, unless we are confronted 
with a deflation somewhat comparable to that of 1929- 
1933, precedent suggests that we are now at or not far 
from bottom. Mere precedent, however, need not be 
blindly accepted. We are led to the same hopeful con- 
<lusion by analysis of the causes and characteristics of 
the present slump. 

The decline was caused chiefly by an abrupt tapering 
off in deficit-financed spending by the Government at a 
time when private capital investment was inadequate 
and when business inventories had been seriously over- 
expanded. It is not related to previous excess of stock 
market speculation or to over-expansion of capital fa- 
cilities. It is not complicated by an agricultural crisis 
or by credit stringency, and it is not as yet international 
in scope. It is not accompanied by a deflationary Federal 
monetary policy or an epidemic of bank failures—the 
twin evils mainly responsible for the final and worst 
phase of the 1929-1933 depression. 
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What it is. then, in essence, is an excess-inventory de- 
pression similar to that of 1920-1921. That it should 
have slightly exceeded the latter depression in scope 
may seem strange, since the price-cost-inventory mal- 
adjustments involved are much less extreme than those 
set up in the great post-war price and wage inflation. 
The answer probably is that business men have been 
unusually quick to curtail operations and commitments 
partly because of lack of confidence in the political 
regime and partly because the lessons of the last depres- 
sion are still fresh and vivid. That readjustments have 
been and are being made promptly is favorable. 

In summary. the economic characteristics of the de- 
cline, the readjustments that are being made and _ the 
history of past depressions all combine to support the 
view that the worst has been seen. 

Turning to our second question, the answer is that a 
significant recovery can be induced only by a return to 
Federal deficit spending or by an increase in private in- 
vestment or by some combination of the two. An in- 
crease in private investment could take the form of ( 
expansion or modernization of capital facilities or (2) 
enlargement of inventories. 

Recoveries, like depressions, differ in their char- 
acteristics. The backbone of the 1923-1929 prosperity 
was an unprecedented expansion of capital facilities, 
resting on a mistaken optimism regarding the longer out- 
look for sales and profits. New capital financing in that 


THE MAGAZINE OF WALL STREET 

















perio 
year. 
In 
sum 
powe 
spent 
year 
(1) | 
and 
good 
dura 
capil 
futul 
W 
reast 
Roos 
The 
depr 
tial 





scar 
wou. 
cons 
cove 
ness 
flati 
quic 
com 

T 
prey 
resu 
help 
will, 
pric 
sign 

E 
fide! 
den 
out] 
skie 
—t 
and 
alte 
cont 
witl 
wee 
stril 
tha’ 
ec] 
The 

I 
and 
of 1 
hav 
evic 
out 
ven 
raw 
pre 
eXp 
out 
to. 
If t 




















‘vy de- 
hould 
scope 

mal- 
those 
ition. 
been 
nents 
itical 
pres- 
have 


» de- 
the 
the 


ata 
n to 
» in- 
in- 
(1) 
(2) 


lar- 
rity 
ies, 
ut- 
hat 


EET 





period ranged from $4,000,000,000 to $8,000,000,000 a 
year. 

" In contrast, the Roosevelt expansion cycle was a con- 
sumption recovery. Its backbone was the purchasing 
power distributed by the Government, through deficit 
pending, at a rate of $3,000,000,000 to $4,000,000,000 a 
year through 1936. Its economic sequence was, roughly, 
(1) expansion of business inventories; (2) rising prices 
and payrolls; (3) increased buying of consumption 
yoods; (4) revival in installment-financed consumers’ 
durable goods; and (5) a belated and modest volume of 
capital expansion resting not on confidence in the longer 
future but on visible consumption demands. 

Whatever may have been the tangible or psychological 
reasons Which restricted capital investment during the 
Roosevelt recovery, those reasons continue operative. 
They have been made more formidable, indeed, by the 
depression. Hence we cannot expect that any substan- 
tial revival of economic activity will be initiated in the 
capital goods sector of our economy. 

Therefore, under the New Deal philosophy—which 
warcely can undergo any major alteration this year—it 
would seem that our hopes must be pinned to another 
consumption recovery. The key to the timing of a re- 
covery of this type will necessarily be provided by busi- 
ness inventory policy or by a renewal of New Deal re- 
fation. Any Federal stimulants vigorous enough to be 
quickly effective would have first repercussions in thé 
commodity price trend and in inventory buying. 

There is no evidence as yet that the Government is 
preparing any extraordinary measures aimed at speedy 
resuscitation of business activity. In the absence of such 
help, it is more likely that the first half of this year 
will, in the main, constitute a period of inventory-cost- 
price readjustment than a period in which we wil! see 
significant general advance in business volume. 

Expansion of inventories does not depend upon con 
fidence in the long-term outlook, but upon the confi- 
dence of business men in the near term price-cost-profit 
outlook. Confidence of this type soared almost to the 
skies in the spring of 1933, with heavy inventory buying 
—too much, as it proved—to beat the gun on NRA 
and “inflation.” Thereafter business sentiment blew 
alternately hot and cold until well into 1935, after which 
confidence in the prices and profits just ahead advanced 
with but modest interruptions to the zenith in the early 
weeks of last year. If you substitute “fear”’—fear of 
strikes and further wage exactions by labor unions—for 
that word “confidence,” it will make no difference in the 
economic effects of the swollen inventories then built up. 
They are the primary cause of poor business today. 

In some consumption goods lines, such as textiles 
and shoes, a good start has been made in readjustment 
of inventories, costs and prices. Costs of construction 
have also been lowered moderately; and the current 
evidence points to some probable improvement in the 
outlook for motor sales. On the whole, however, in- 
ventories of most consumers’ durable goods and of most 
raw materials remain large, and there is nothing in the 
present trend of prices or sales to induce any material 
expansion of inventories. In short, the cost-price-profit 
outlook over the near term remains sufficiently doubtful 
to keep business buyers definitely on the cautious side. 
If that is so. our most pertinent question is whether the 
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Government is likely to take any steps which can change 
business sentiment from caution to positive optimism, 
and whether such steps can be quickly effective. 

There is, of course, virtually no limit to what it is 
possible for the Government to do. The Administra- 
tion could print a few billions of greenbacks and thus 
scare up a quite plausible commodity-buying boom—but 
it will do nothing so crude. Taking a lesson from the 
Veterans’ bonus, which was the fastest working money 
ever injected into the economic system, it could distrib- 
ute a billion or two of dollars—borrowed from the banks 
—to, say, all blackhaired members of labor unions who 
are between the ages of twenty-one and thirty—but it 
will not do anything that bizarre. 

Indeed, all indications to date suggest that the Ad- 
ministration is opposed to any monetary manipulation 
of the 1933 kind and that it is sufficiently touchy about 
its budget-balancing promises to be most reluctant to 
return to deficit spending at anything remotely ap- 
proaching the rate of 1934-1936. It has just announced 
that its request for increased relief funds, covering the 
rest of the present fiscal year, which ends June 30, is 
confined to $250,000,000. It appears probable that even 
this amount, like all other present expenditures, will be 
covered by cash tax revenues—including the Social Se- 
curity revenues—or that it will be otherwise obtained 
without deficit financing. If this additional fund, how- 
ever, were all deficit money, the spending of it over the 
four months March-June would not produce a visible 
ripple in the business tide. More than $250,000,000 of 
national-income-increasing money was being injected 
into our economy on an average in each month of 1934, 
1935 and 1936. 

Moreover, many persons apparently have forgotten 
that even the deficit spending program of 1933-1936 
required considerable time to become effective in terms 





In a Nutshell 


Main cause of depression was decline in Federal 
deficit spending at time of inadequate capital in- 
vestment and excessive business inventories. Busi- 
ness activity now at or close to bottom. 


Capital investment remains inadequate and will 
not initiate a recovery early this year. 


Inventories of durable goods still large and doubt- 
ful price-cost-profit outlook keeps business buying 
cautious. 


No important Federal deficit spending is indi- 
cated during the first half year. 


Most other Government remedies under consider- 
ation would take extended time to become effective. 


Recovery is likely to emerge out of gradual eco- 
nomic readjustments, as in 1921-1922, with some im- 
provement this spring, more next autumn. 
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income-increasing expenditures between July, 1933, and 
October, 1935, totaled $6,303,000,000, without over that 
period producing any substantial advance in business. 
This publication’s per capita business index advanced 
to a high of approximately 67 in July, 1933, at the very 
time when Federal spending was being temporarily cur- 
tailed. At the start of October, 1935, the comparable 
figure was approximately 65. Today it is around 69. 

All of which boils down to the conclusion (1) that 
no important Federal deficit spending is indicated dur- 
ing the first half of this year; and (2) that, even if a 
large deficit spending program were launched during the 
summer, it would require considerable time to become an 
effective business stimulant, probably too much time to 
he of vital business help this year. 

What then is left in the way of Administration stimu- 
lants? From the available evidence to date we can make 
the following tentative list of measures either formu- 
lated, in process of formulation or under consideration: 

1. Easier terms on FHA insured mortgage credit, 
aimed at stimulation of private construction; and a 
moderate sized slum clearance program financed mainly 
with Federal money. 

2. A proposed 20 per cent enlargement of the Navy. 
3. Self-liquidating public works financed by private 













of business stimulation. For example, the Government’s 





capital through purchase of partially tax-exempt bond; 
guaranteed as to principle and interest by the Govem. 
ment. Senator Bulkley’s scheme for $8,000,000,009 
worth of transcontinental toll roads—an idea that has 
been kicking around Washington for years—is in this 
class. 

4. Possible purchase of a large volume of railroad 
rolling stock to be leased by the Government to the 
carriers, financed through Government guarantee of 
bonds of a “Railroad Equipment Corporation” or some. 
thing like that, without increasing the direct Federal 
debt. 

5. Capital loans to “small” business concerns, either 
made directly through the Reconstruction Finance Cor. 
poration or through banks with Federal insurance of 
such loans in whole or in part. 

There is no fast magic in any of these measures— 
even if ‘all were adopted—and most remain nebulous, 
In fact, all but the first item on this list are merely in 
the talk stage. No. 4, if adopted, could have a fairly 
prompt industrial effect. No. 3 would be excruciatingly 
slow, as are most all public works. No. 2 would not 
mean much before 1939 or later. No. 5 is probably just 
as much a pipe dream now as it was when it was getting 
headlines back in 1933 and 1934. The Reconstruction 
Finance Corporation, as its chairman has pointed out, is 
not engaged in philanthropy. It demands collateral for 
loans advanced or other security at least fairly good. 
That is why its loans to “small” business—which it has 
been making right along and has full authority to make 
without new laws—have been chicken feed as Federal 
money is reckoned today. 

We have, of course, not (Please turn to page 674) 
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COURSE OF BOND & STOCK PRICES 
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Watch the Bond Market as a 


Weathervane of Stock Prices 


ic trend of bond prices often 
forecasts a coming change in the 
trend of the stock market and is 
thus one of the most valuable 
indicators available for anyone who would invest or 
speculate intelligently. Bonds turned down early in 
1928 as money rates hardened and thereafter the bull 
market in stocks was living on borrowed time. Bonds 
turned up in the summer of 1932 not many weeks be- 
fore the stock market experienced a major intermediate 
advance. During the past two years the relationship 
between bond and stock trends has been especially close. 
Bonds made a temporary peak on February 21, 1936, 
and on April 7 the Dow-Jones industrial stock index 
began an 18-point reaction. The Roosevelt bull market 
in bonds topped out on December 12, 1936, with stocks 
topping out on March 10, 1937, or about three months 
later. Last summer’s rally in bonds terminated on 
July 26, followed by the topping out of the stock mar- 
ket’s rally on August 14. 
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BY NEVILLE EDWARDS 


A down trend in bonds may be 
due to rising interest rates, as in 
1928; or to increasing fear as to 
safety of bond interest and prin- 
cipal, as in 1931-1932 and as in the sharp decline of 
medium and lower grade bonds in recent months. Either 
stock prices. There have been thirteen major depres- 
sions during the past one hundred years and each has 
been preceded by a decline in bond prices. Under 
stable and prosperous business conditions the spread 
between yields of highest grade bonds and yields of 
medium grade bonds tends to narrow, with the reverse 
under unstable conditions. Throughout the New Deal 
recovery this spread was much wider than the average 
between 1920 and 1930. Recently bonds have shown 
moderate improvement. If this continues it will augur 
well for the stock market. But if bonds importantly 
extend their bear market low, the stock market will fol- 
low before long. Watch the bond market as a weather- 
vane for stocks. 
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Hidden Equities in Oil Reserves 


Common Stocks of Certain Oil Com- 


panies Have Great Possibilities as 





Day of Peak Production Draws Near 


BY A. T. SHURICK 
















“There is danger that the United States may not be 1937) to have yielded smaller total discoveries than 
able to supply its domestic demand (for oil) at its pres- in 1935.” 

sent rate, and at prices approximating the current scale, From a paper by Wallace E. Pratt, Vice President, Standard 
any longer than a period of five to eight years, while an Ow of New Jersey, in the June, 1937, Bulletin of the American 
increased demand might bring about a shortage in less 48sociation of Petroleum Geologists 

than that time.” 

Excerpt from “Probable Petroleum Shortage and Methods : } a ; . aes Ss ; 
for its Alleviation,” by Dr. B. T. Brooks, Consulting Chem- HESE opinions of eminent authority bring into focus 
ical Engineer, and Dr. L. C. Snider, Geologist, Cities Ser- Concealed possibilities in the oil securities of rather 
vice Co., a paper before the American Chemical Society, Sep- startling proportions. If petroleum production peaks 
tember, 1935. between 1940 and 1943 as here anticipated, the com- 

mon stock equities in oil companies shown in the ac- 

“New exploration (for oil) could hardly have been companying table will increase automatically to many 
more active than in 1935, but discoveries were small times the values given. It is a situation that could, 
compared with the average during 1926-30. And despite conceivably, rival some of the notable gyrations in 
feverish activity in exploration, 1936 appears now (June, stock market history. 

In the light of present-day scientific 
knowledge, our gasoline supplies will 
ultimately come from processing coal, 































How Oil Reserves Compare in which a great many millions are al- 
ready invested abroad. This complex 
Year's Reserves Value of technical operation will not be commer- 
Estimated Supply perShare Reserves Recent : : : : : 
COMPANY Reserves 1936 rate Com. per Share Price cially practicable with oil selling at less 
(000 bbis.) Prod. (bbls.) @ 50cbbI. Common . > a ee ee ba. : : 
Preto gay senmeo me sa poses -~ than $4 a barrel; it is not likely to be an 
Atlantic Refining 200,000 20 64 32.00 221/g attractive field for new capital until the 
SE. --..- prego vie ss 400 14% growing scarcity forces the price of oll 
Consolidated. ..... 500,000 19 28 14.00 9% - i 
Continental........ 400,000 23 86 43.00 29% to $6, and possibly more. 
ot eee 1,000,000 18 1 45.50 39% The implications of $4- to $6-per-bar- 
ae 1,300,000 31 145 72.50 63 : af . oO; 
ARR ssnnte ve oa. rage i rel petroleum of Humble Oil common, 
Phillips Petroleum. . . 400,000 20 84 42.00 37% as shown in the accompanying table 
+s iaita pect - por 71.50 18 with the common stock equity com- 
Pure Oil............ 370,000 18 70 35.00 11% | : 
Seaboard Oil........ 140,000 31 11 5.50 22% puted at a value of 50c a barrel, are 
Shell Union.......... 470,000 10 21 10.50 14% readily evident. Some inroads will nec- 
AE 120,000 13 Ba 42.00 29% ssarilv be ade H ble’s reserves 
a. 1,000,000 he ns “ane % essarily be made on Humble’s reserve 
Standard of California 1,000,000 22 77 38.50 32 before the peak in national production 
Standard of Indiana... . 500,000 19 33 16.50 32% ’ - is i a 
e ‘ ‘TOS D ) 2 ) . 0 
Standard of New Jersey ¢ 3,600,000* 20 127 63.50 50 e crossed, advancing the cost of oil t 
ae 200,000 17 78 39.00 50 $4 or better, and initiating coal hydro- 
Ee 1,000,000* 18 88 44.00 4057/4 genation to make up the deficiency in 
ee 335,000 16 25 12.50 13% : li B if H ble’s nee , 
Union Oilof California... 270,000 15 47 23.50 21% supphes. But if Humble’s reserves art 
ae atts, sufficient for 31 years at the current rate 


of production, as indicated in the table, 
it is apparent that the great bulk of 
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these will go on the market in the concluding, high-price 
phase of the oil ..dustry. 

It is a well-established fact that the peak petroleum 
roduction (and concurrent high price level for oil) will 
oecur far in advance of the ultimate exhaustion of the 
petroleum supplies. Pil 

The investment possibilities of this special situation 
pivot more particularly upon the peak in national 
petroleum production. It may be noted that the Brooks- 
Snider view that a shortage of oil is likely by 1940-43, 


| eoncludes with the further comment that “an increased 


demand might bring a shortage in less than that time.” 
The 1937 demand (or its proximately equivalent pro- 
duction) was 28 per cent more than in 1935 when this 
view was expressed. But new additions to the reserves 
have likewise been unexpectedly large, so that the net 
result of this view appears to be about status quo. 

A recent new mathematical principle makes it possible 
to closely proximate the peak petroleum production 
for any desired combination of the various opinions as 
to probable future discoveries and rate of production. 
Take, for example, the more commonly accepted and 
fairly conservative view: 

1. That the existing proved, recoverable oil reserves 
will be doubled, and 

2, Production will increase at 25 per cent less than 
the 1932-36 rate of increase. 

The application of this new principle to these specific 
conditions shows that oil production will theoretically 
peak in 1943, with the practical error limited to around 
two years.* This checks closely with the Brooks-Snider 
conclusions previously quoted. If the reserves are 
tripled, the theoretical peak as determined by this prin- 
ciple falls in 1946; and if the reserves are quadrupled the 
peak is scheduled for 1950. 


Political Eventualities Influence Opinions 


Political exigencies unfortunately operate against an 
impartial and detached cross-section of scientific opinion 
on this puzzling question, based on the purely factual 
evidence. Investigators of the subject are familiar with 
the baffling reticence of the oil industry, by and large, 
due presumably to the general apprehension that any 
alarm over a possible shortage and high prices will pre- 
cipitate government control, and possibly nationaliza- 
tion. It seems to be a fact that New Deal officialdom 
has a hungry eye on the industry; and their ambitions 
have been measurably advanced by the present political 
complexion of the country. 

It would probably be crediting the industry at large 
with undue perspicacity to infer it might be purposely 
seeking to defer possible government action until its 
reserves can be reasonably appraised at $4 a barrel, com- 
pared with a present limit of around 50c. But there are 
sufficient other immediately practical reasons back of 
the seemingly authoritative reassurances of adequate 
supplies for many years, to justify viewing these with 
some suspicion. 

The inescapable fact that new oil discoveries have 
consistently exceeded requirements through a quarter 





*A detailed description of this principle and its application to the 
various multiples of the presently known oil reserves is scheduled for 
Publication in a forthcoming Builetin of the American Association of 
Petroleum Geologists. 
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Underwood & Underwood 
Preparing to bring in an oil well with a 
charge of nitro-glycerine. 


of a century of rapidly increasing consumption (from 
around 210 million barrels in 1910 to nearly six times 
that in 1937) is generally regarded as of more signifi- 
cance than scientific deductions. There are also the 
phenomenal increases in the estimates of proved recover- 
able reserves during the past decade which tend to 
destroy confidence in their value as a guide to the prob- 
able life of the oil supplies. 

For example, the proved recoverable reserve amounted 
to 4.5 billion barrels in 1926. But the production alone 
in the subsequent 1926-35 period totaled 8.9 billion bar- 
rels, while the reserves at the first of 1935 had increased 
to 13.6 billion barrels. Some 18 billion barrels of oil 
were added to the proved recoverable reserve during 
this period, or four times the known reserve in 1926. 
This unprecedented and extraordinary performance is 
persistently advanced as substantial assurance that more 
or less parallel additions to the presently known reserves 
can be confidently anticipated over the next decade, or 
more. In fact, this is essentially the only point those 
belonging to this school of thought make for their case. 

Further relative increases in the reserves, of the same 
proportion as formerly, are almost incredible. For ex- 
ample, the quadrupling of the known reserve in 1926 
meant new discoveries of some 18 billion barrels; the 
same relative expansion of our present reserve would call 
for new discoveries of 52 billion barrels, exceeding by 

Epiror’s Nore: This long-range discussion of the outlook 
for oil stocks will be followed in an early issue by one dis- 
cussing the near-term possibilities. (Please turn to page 676) 
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Trust Busting in 1933 





Is the Administration Planning Actual 


War on the Holding Company — 


When? 


What Type? 


What Effect? 


BY RAY TUCKER 


jm excitement which President Roosevelt’s declara- 
tion of death against all holding companies provoked in 
Wall Street was only a whisper by comparison with the 
furore it precipitated among his less politically minded 
associates at Washington. It was their off-the-record 
protests, especially Marriner S. Eccles’ suggestion that 
he was talking through his hat, which subsequently 
forced him to restrict his condemnation to the utility 
and banking fields. Inasmuch as the former type has 
already been destined to revision under existing law, it 
can be seen how far and how fast Mr. Roosevelt has 
retreated on this economic sector. 

With or without his acquiescence, however, the fact 
is that there will be no immediate or ruthless move to 
abolish holding companies in any realm—banking, rail- 
road, industrial, even utility. No cure-all bill will be 
enacted at this session. With the exception of Senator 
Carter Glass’ proposal to break up banking groups, it is 
extremely doubtful if any scheme will be submitted. And 
Mr. Glass’ measure has no chance of prompt passage. 


Hit Some; Hit All 


The President’s advisers, including energetic and 
enthusiastic New Dealers who share his general philoso- 
phy against “concentrations of power and wealth,” have 
quietly informed him that it is almost impossible to 
frame a law striking at generally admitted abuses with- 
out damaging vast corporations performing a social and 
economic service through their very bigness. Even if a 
measure were pulled out of the presidential hat for the 
political effect on 1938 and 1940 elections, Congress 
would not pass it; it would not even emerge from com- 
mittee. Indeed, it is highly questionable whether any 
national legislature in the years ahead will say amen to 
such a revolutionary thrust at the economic structure. 
They are beginning to suspect the Roosevelt horse bring- 
ing New Deal gifts. 

Seemingly unimportant incidents sometimes measure 
the mind of officialdom, executive and legislative, more 
accurately than airy White House generalities. Such an 
incident occurred on the day that General Motors Presi- 
dent William S. Knudsen, among others, conferred with 
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Mr. Roosevelt over planned production. The Ickes. 
Jackson blasts against oversized industry and the “sixty 
families” were still ringing in the auto maker’s ears when 
he appeared before the army-navy industrial college to 
outline his factories’ production capacities in event 
of war. 

“Gentlemen,” said Mr. Knudsen, “I am willing to co- 
operate with you in any way. Our plants are at your 
service. You tell us what to do and we'll do it. But 
I can tell you this—if they are going to break us up into 
small fragments under this anti-trust, anti-holding con- 
pany drive, I cannot guarantee either production or price 
schedules.” 

The hard-boiled warriors of land and sea—the Presi- 
dent’s pets, too—merely smiled and urged him to pro- 
ceed. In their circle, as elsewhere, it is generally realized 
that the denunciations of bigness are designed to afford 
the Roosevelt-Farley Holding Company a monopoly on 
the White House. In other words, it’s smart politics in 
view of next fall’s Congressional elections and what 
threatens to be a dangerous free-for-all in 1940. There 
is also the consideration that it offers another oppor- 
tunity to pillory business and industry for the present 
recession, especially as the Ickes-Jackson indictments 
seem to have fallen as flat as the men who made them. 

But should the break-up campaign ever assume legis- 
lative form, it will be a slow, piecemeal proposition rather 
than a single, legislative thrust attacking holding com- 
panies of all kinds. It will parallel the history of anti- 
trust crusades, which have enlivened the political scene 
for more than forty years off and on, and with no climax 
yet in sight. 

Procedurally, here is what may happen in a dim, dis 
tant future: The Interstate Commerce Commission will 
be given greater regulatory power over sprawling cor- 
porations now immune from federal watchdogs. The 
Securities and Exchange Commission will be empowered 
to scrutinize more closely the operations of investment 
trusts and industrial corporations. The Comptroller of 
the Treasury will be charged with authority enabling him 
to supervise the banking activity and expansion of group 
systems or holding companies. 

The New Dealers are far from evolution of a specific 
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remedy for the holding company bugaboo, but two 
theories thread through their minds as they prepare, 
for instance, legislation for control of investment trusts. 


| The first is to regulate the size, the capital, of a holding 
| empany, and thereby limit the field in which it may 


operate. If maximum capitalization, say, were set at 
100,000,000, it would naturally curb the extent and 
kind of the parent firm’s operations. It would prevent 
watery bubbles from spilling over the economic horizon. 

The second and more logical step appears to be ex- 
tremely strict regulation. Under such a system a holding 
company seeking to acquire new property or investments 
would be required to show cause before a federal agency 
_the IC C, SEC, Comptroller of the Treasury—that 
its contemplated purchase of stock or property was in 
the public interest. Its subsequent holdings in allied or 
rival concerns would be registered on the public books, 
and its management of these acquired corporations would 
be closely scrutinized. The underlying idea behind such 


' supervision would be to eliminate the secrecy which, in 


some fields, has enabled the holding company device 
to be utilized for stock-jobbing purposes and the mulct- 
ing of the public investor. 


To What Does the President Object? 


It is impossible to define the sort of holding company 
against which the President harbors a grudge because 
he has carefully eluded all attempts to pin him down. 
He once expressed a prejudice against intermediate cor- 
porations which “neither spin nor toil,” but which, in 
his opinion, seem to siphon profits from sound, operat- 
ing companies lower down in the corporate scale. So far 
as he has ever elucidated his position, there it is. But 
not even his bill-drafters know what he means, or how 
he wants them to attack the problem. 

The more expert authorities around him, however, 
appear to have drawn a definite distinction between 
good and bad holding companies—and one which any 
intelligent investor ought to be able to apply. They 
offer no objection to so-called vertical corporations 
which, through the force of social, economic or geograph- 
ical pressure, find themselves forced to expand into fields 
remote from their original province of operations. In 
this territory fall such firms as Henry Ford, the Mellons, 
General Motors, U. S. Steel, the du Ponts—ironically 
enough, the very hegemony of capital which Messrs. 
Roosevelt, Ickes and Jackson seem to detest. 

These corporations, even in the minds of New Deal 
crusaders, perform a useful function, despite their 
sprawling character. All their operations and owner- 
ships exhibit a homogeneous complexity. Henry Ford, 
for instance (and this applies to all the others), con- 
ceivably needs mines, railroads, ships, selling agencies, 
banking outlets or connections, and even by-product 
factories, to safeguard his automobile empire. So does 
General Motors. The du Ponts, constantly seeking a 


use for newly discovered by-products and inventions, 
have an economic right to enter such varied fields as 
powder, cellophane, paint, chemicals and_ incidental 
transportation and selling and banking activities. They 
round out their structure thereby, also manufacturing a 
better product at lower cost and paying higher wages. 
Against such organizations there appears to be no serious 
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A Test Which Any Investor Can Apply 


Type of Holding Company Safe from Attack 


"Government offers no objection to vertical corporations 
which, through force of social, economic or geographic pres- 
sure, find themselves forced to expand into fields remote 
from their original province of operations." 
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Type of Holding Company Which Administration 
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OPERATING SUBSIDIARIES 


Bs ta 
economic protest at Washington, though they make a 
sweet issue for the politicos. 

It’s the hit-and-runners of the holding company field 
that the Administration will try to crucify, once the 
dust and smoke of the first, aimless attack has drifted 
away. These consist of promoters who invade a multi- 
plicity of fields, string together entirely unrelated cor- 
porations, blow them up with high-pressure selling 
campaigns, and then seek to unload them on the public 
at a temporarily inflated value. As an example of this 
kind, Mr. Roosevelt’s experts cite an investment trust 
which everybody associated with the subject will recog- 
nize. Within a year it bought, purely for stock promo- 
tional purposes, such a bizarre collection as banks, dry 
goods stores, fisheries, foods, barge lines, theater ticket 
agencies, utilities. It subsequently got into difficulties and 
so did the people who fell for the high-powered sales talks. 

It is possible to name on the fingers of one hand the 
types of holding companies against which the Adminis- 
tration will proceed—the types, too, which furnish the 
basis for all this political talk heard of recent months. 
In the utility field it would be the Insull form of organi- 
zation, an empire which cracked up long ago. In rail- 
roads it would be the Alleghany Corporation, which has 
started on the way toward dissolution, and possibly a 
few others. In the industrial realm it would be the kind 
described above, which has already suffered a natural, 
economic deflation. Indeed, a survey of the holding 
company field indicates that the horses were stolen 
and the barn doors closed even before Mr. Roose- 
velt awakened to the pres- (Please turn to page 672) 
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Duplicating 


an Enviable Reeord 


American Machine and Foundry Fortifies Earnings Trend with 


. 
esi last time, with but one exception, that the Ameri- 
can Machine & Foundry Co. failed to pay dividends on 
its common stock was during 1919 to 1921. An invest- 
ment of $15,000 toward the end of that period would 
have represented 100 shares of the stock and a great 
deal of subsequent satisfaction for the purchaser. The 
100 shares would have become 300 by a stock dividend 
in 1922, 900 by a split-up in 1926, and 4,500 by a fur- 
ther split in 1930. At the present price, less than half 
the 1937 high, the investment would be worth $58,500 
and total dividends to date would have amounted to 
$56,175, or 22 per cent annually on the original com- 
mitment. 

The record is not without parallels, but its signifi- 
cance comes much closer when it is realized that not 
even in the worst year of the depression did the yield 


Entrance Into New Markets 


BY CYRUS G. V. WHITE 


on the investment drop below 24 per cent, and that the 
current return, after a dividend reduction, is higher than 
in any year before 1928. 

However convincing these facts may be as to the wis- 
dom of a purchase seventeen years ago, they by no 
means decide the present and future merit of the stock. 
Nor will any such decision be easily reached, since there 
are grave questions confronting all industries and com- 
panies today—American Machine & Foundry with its 
stable earnings background as directly as the newest 
and riskiest mining venture. The action of the stock 
has certainly raised a question for both owners and pros- 
pective purchasers by its recent fall to levels not seen 
since 1933. 

It is necessary to look back a good many years in 
order to understand the growth of this company and 

its serene passage over the jolts of several 
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MECHANIZATION IN TOBACCO MANUFACTURE 
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SOURCE: PRODUCTION - FEDERAL RESERVE. EMPLOYMENT-U.S. LABOR BUREAU 


depressions. Formed at the turn of the cen- 
tury by the American Tobacco Cg., then in 
its heyday of expansion, Americafi Machine 
& Foundry owned the patents and produced 
the machinery for making cigarettes as well 
as other processes of tobacco manufacture. 
Just before the tobacco trust was dissolved 
in 1912, this subsidiary acquired control of 
the International Cigar Machinery Co. and 
the Standard Tobacco Stemmer Co. Al- 
though cigars were rolled by hand, several 
of the preliminary processes were handled 
by machines and practically all the opera- 
tions in the manufacture of cigarettes were 
even then automatic. The newly divorced 
American Machine & Foundry Co., owning 
directly or indirectly the patents on the 
bulk of tobacco manufacturing machinery, 
was in position to ride along with the trend 
of volume in the industry. 

The trend in cigarette production shown 
by the accompanying table represents one 
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of the century’s outstanding swings in con- 
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sumer demands. (“Small” cigarettes and “large” cigars 
refer to the well-known types. A weight of more or less 
than three pounds per thousand determines the classi- 
| fication.) With cigarette consumption doubling so fre- 
quently, the effect upon the supplier of machines and 
parts for 95 per cent of the output needs no elaboration. 

The apparently unfavorable trend in cigar volume 
requires some interpretation. When Thomas Marshall 
remarked to the Senate that what this country needed 
was a good five-cent cigar, he was unconsciously mak- 
ing a prediction of the effect machine production would 
have on national smoking habits. In 1917 only about 
a quarter of one per cent of the cigar output was ma- 
chine-made and only one out of every half-dozen cigars 
sold was priced at a nickel or less. By 1936 the low- 
priced cigar had taken over 85 per cent of the market 
and A.M.F. machines were producing close to three- 
quarters of these. The elimination of old methods has 
allowed the manufacturers to buy better tobacco, waste 
less of it, and popularize their brands in a relatively 
short time. 

The chart accompanying contrasting the volume of 
production with the manpower engaged in tobacco 
manufacturing not only illustrates the part American 
Machine & Foundry has played in the industry, but 
helps to explain why tobacco companies have so little 
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American Machine's new type vertical dough mixer. 


labor trouble. Samuel Gompers got his 
start toward founding the American 
Federation of Labor through his influ- 
ential cigar-makers union, but since 
then the manufacturers have grown less 
and less dependent upon skilled labor. 
Yet it would be a mistake to look upon 
these machines as destroyers of jobs, for 
without them the market could not 
have been broadened and volume would 
be a fraction of its present size. The 
advantages of reduced floor space, 
greater speed, elimination of waste and 
a more uniformly perfect product have 
bulked importantly in the drive for 
mechanization. 

Since the policy has been to lease the 
cigar-making machines on a royalty 
basis and to sell the cigarette machines 
outright, with parts and repairs as a 
steady auxiliary source of income, the 
growth in the company’s earnings is 
almost fully accounted for by the facts 
already discussed. Patents do not pro- 
tect forever, though, and some competi- 
tion has been met in the cigarette- 
making field. Nor could the rate of 
gain in the tobacco industry be expected 
to hold up indefinitely. Once manufac- 
turers were equipped to turn out the 
average quota of smoking supplies, 
American Machine would be forced to 
rely upon replacement demand. Fore- 
seeing this, the company’s engineers 
have gone further in their efforts and 
developed a machine capable of making 
around 1,200 cigarettes a minute, com- 
pared with the former rate of 600 a 
minute. This, and a new cigar filler stripper, may do 
much to fill the gaps in new business. 

Of recent years, however, the management has turned 
its attention to the objective of diversifying its products 
and thereby preparing for periods of satiation in its 
main market. A logical focus of efforts has been the 
baking industry, where the same opportunities for mech- 
anization of processes exist, and where roughly com- 
parable types of devices for preparing, handling and 
wrapping can be used. Starting with a bread-wrapping 
machine, the company has either invented, or purchased 





Annual Production of “Large" Cigars and 
"Small" Cigarettes 





Year Cigars Cigarettes 

ae ... 6,747,869,277 3,666,814,273 
a ES ... 6,810,098,416 8,644,335,407 
S998...... ... 6,599,188,078 17,964,348,272 
WR sc cia ... 8,096,758,663 47,430,105,055 
i ee . 6,463,193,108 82,247,100,347 
i ... 5,893,890,418 123,802,186,217 
Ok, Oe . 4,685,369,674 139,966,179,916 
1936 . 5,172,278,612 158,893,958,304 
| re ees *5,300,000,000 *169,000,000,000 

*__ Approximate. 
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One of the latest type cigarette manufacturing machines made by 
American Machine & Foundry. 


and improved, a list of contrivances which includes 
ovens, mixers, conveyors, formers, cutters and carton and 
slice wrappers. 

Entrance into the new field has begun auspiciously, 
and here, as in the tobacco industry, there is a relative 
absence of violent fluctuations in the volume of produc- 
tion. Prices of raw materials and finished products may 
swing rather widely, but physical volume is far more 
stable. The shift to bakery products has been mainly 
in line with the shift of population from the country to 
cities, with the value of output tripling between 1914 
and 1929, despite a long-term decline in the per capita 
consumption of flour. The one method open to the 
baking industry to continue the gain in volume as urbani- 
zation tapers off is to reduce selling prices, and the 
obvious point of attack must be manufacturing expenses. 
If machines will reduce costs, save time and eliminate 
waste of materials and space, they will quickly pay for 
themselves and create a demand for more of the same 
kind. All the large baking companies already use some 
of American Machine & Foundry’s twenty-four types of 
appliances, but potential customers include establish- 
ments ranging from the city-block down to the one- 
man size. 

Feeling assured of a fairly dependable source of in- 
come, the company can attempt to develop lines in other 
fields without risking too much on any one of them. 
Several promising avenues are being explored, but are 
still in the nebulous stage. One which seems to have 
proven itself is a machine for stitching the lining of 
neckties. This work had formerly been done by hand 
to provide freedom for the lining to adjust itself when 
the tie was tied. Always a vexing problem to the manu- 
facturers, it has been solved by the slip-stitching ma- 
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chine, which is used on a royalty 
basis. Receipts from the machine 
are being set aside to write of 
the cost of bringing it out, and 
it is estimated that once wel 
under way it may produce in the 
neighborhood of $250,000 profits 
annually. 

The company will also under. 
take to develop a new machine 
for a particular job, even on 
foreign to regular lines, chary. 
ing a fixed sum or percentage 
above all costs. This woul 
seem a very desirable type of 
business, yet it has drawbacks, 
It is sporadic and undependable, 
of course, and it piles up when 
the company’s own fields ar 
booming and fades away when 
general business lags. Never. 
theless, it undoubtedly creates 
good-will and keeps the techni- 
cal staff on its toes. 

A glance at the latest balance 
sheet, that of June 30, 1987, 
discovers a comfortable finan- 
cial position. Current assets of 
$3,851,962 included $365,935 in 
cash and inventories of $2,050; 
502. The inventory figure was about 16 per cent above 
that at the end of 1936, in line with higher prices and 
an expanded volume of business. Current liabilities 
amounted to $956,222, leaving net working capital of 
$2,895,740. Carrying the 405,000 shares of International 
Cigar Machinery at a value of $10,897,660, and plant 
and equipment at $2,187,532 net, the common stock had 
a theoretical equity of $16.96 per share. 

Stated in another way, each of the 1,000,000 shares 
of common stock, the only capital outstanding, repre- 
sented net working capital of $2.90, plant and equipment 
of $2.19, investments of $11.46, and other assets of $.51, 
less other liabilities of $.10. If the stock i# the Inter- 
national Cigar Machinery Co. were carried at the cur- 
rent market value of about $20 per share, book value 
would be reduced from $16.96 to $14.26 a share. 

Earnings over the dozen years from 1925 to 1936 
averaged $1.43 per share, adjusted to the present capi 
talization. The two years 1929 and 1930, with profits 
of $2.50 and $2.95, brought the average up to levels not 
currently being attained, but after the low point of $.% 
in 1933, a gradual rise carried the figure back up to 
$1.22 in 1936. For the first half of last year $.59 per 
share was reported, against $.52 in the first half of the 
previous year. It is not likely that the full 1937 profits 
lived up to the promise of the first six months, although 
at least one dollar should be shown. First quarter busi- 
ness will also probably prove somewhat disappointing: 
yet the enterprise is well bulwarked against such varia- 
tions and can be expected to maintain its position better 
than the average. Its past record, too, speaks well for the 
relative dependability of the present 80c dividend rate. 

The importance of engineering and management skill 
in an organization of this type (Please turn to page 670) 
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rates, increases will be few in 





when one considers the broad 
differences in the industrial 
picture between now and a 
year ago. In the fore part of 
1937 business was near the 
pak in the recovery move- 
ment and, while it was con- 
cerned over mounting labor 
costs and taxes, volume was 
high and earnings substantial. 
Since then activity has dropped 
precipitously in some indus- 
tries and whereas prospects in- 
dicate general improvement as 


INDUSTRY 
A—Active, further progress indi- 
cated, 
B—Active, further progress may 
e slow. 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 





nearby months. 

Under such circumstances 
the outlook for dividends is of 
more than ordinary impor- 
tance to investors, and it is 
hoped that this year’s Divi- 
dend Forecast will be of spe- 
cial value. 

Part I covering Public Utili- 
ties, Steels, Oils, Metals, Ma- 
chinery, and the various equip- 
ments appeared in the issue of 
January 29. Part II dealing 
with Movies, Liquors, Motors 
and Motor Accessories, Foods, 
Tobacco and Chemicals ap- 
peared in the issue of Febru- 


The 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 


2—Improvement in earnings ex- 
pected. 


3—Gain in earning power may 
e slow. 


4—Earnings outlook unfavor- 





the year advances, consider- 
able uncertainty will doubt- 
less mark the first quarter and perhaps the second. 
With profits well under last year in many companies, 


no little conservatism regarding dividends may prevail. 


While many companies in industries enjoying more or 
less sustained volume will no doubt maintain present 


ary 12. Part III covering the 
Railroads, Aviation, Building, Merchandising and Mis- 
cellaneous Specialties is presented uerewith. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Railroad Problem Near Critical Phase 
Both Traffic Recovery and Higher Rates Are Needed 


= the past year the position of the railroads 
has changed for the worse with unprecedented rapidity. 
Early in 1937 the carriers appeared to be emerging from 
seven years of serious depression, with a reasonable 
chance of recovering substantial earning power. A few 
months later the rise in gross revenues had flattened out 
and increasing costs of operation had come home to 
roost. At the very time when recovery was terminating, 
the roads were forced to grant wage increases to both 
operating and non-operating employees. During the 
closing months of the year freight loadings, gross rev- 
enues and operating income slumped deeply and ab- 
tuptly. While the decline in traffic appears to be flat- 
tening out, no significant recovery has yet been seen. 

All of this appears to paint a very black picture. 
Nevertheless, without in any way minimizing the grav- 
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ity of the present railroad problem and with full recog- 
nition that a substantial revival in traffic is needed this 
year to save quite a few roads from bankruptcy, it 
seems reasonable to conclude that (1) the rail outlook 
is not completely hopeless; and (2) that indiscriminat- 
ing liquidation of rail bonds and stocks at present prices 
probably will prove to have been unintelligent in its 
timing. 

Regarding point No. 2, second grade and speculative 
rail bonds are at prices which have discounted a great 


deal of adversity, and these issues recently have met 
with considerable improvement in demand; while rail 
stocks are at prices which mean, on a basis of simple 
arithmetic, that anyone who bought them either near 
1937 highs or at pre-1929 quotations has already suf- 
fered by far the major portion of all possible paper loss. 
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One of the latest type cigarette manufacturing machines made by 
American Machine & Foundry. 


and improved, a list of contrivances which includes 
ovens, mixers, conveyors, formers, cutters and carton and 
slice wrappers. 

Entrance into the new field has begun auspiciously, 
and here, as in the tobacco industry, there is a relative 
absence of violent fluctuations in the volume of produc- 
tion. Prices of raw materials and finished products may 
swing rather widely, but physical volume is far more 
stable. The shift to bakery products has been mainly 
in line with the shift of population from the country to 
cities, with the value of output tripling between 1914 
and 1929, despite a long-term decline in the per capita 
consumption of flour. The one method open to the 
baking industry to continue the gain in volume as urbani- 
zation tapers off is to reduce selling prices, and the 
obvious point of attack must be manufacturing expenses. 
If machines will reduce costs, save time and eliminate 
waste of materials and space, they will quickly pay for 
themselves and create a demand for more of the same 
kind. All the large baking companies already use some 
of American Machine & Foundry’s twenty-four types of 
appliances, but potential customers include establish- 
ments ranging from the city-block down to the one- 
man size. 

Feeling assured of a fairly dependable source of in- 
come, the company can attempt to develop lines in other 
fields without risking too much on any one of them. 
Several promising avenues are being explored, but are 
still in the nebulous stage. One which seems to have 
proven itself is a machine for stitching the lining of 
neckties. This work had formerly been done by hand 
to provide freedom for the lining to adjust itself when 
the tie was tied. Always a vexing problem to the manu- 
facturers, it has been solved by the slip-stitching ma- 
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chine, which is used on a royalty 
basis. Receipts from the machine 
are being set aside to write of 
the cost of bringing it out, ang 
it is estimated that once well 
under way it may produce in the 
neighborhood of $250,000 profits 
annually. 

The company will also under. 
take to develop a new machine 
for a particular job, even one 
foreign to regular lines, charg. 
ing a fixed sum or percentage 
above all costs. This would 
seem a very desirable type of 
business, yet it has drawbacks, 
It is sporadic and undependable, 
of course, and it piles up when 
the company’s own fields ar 
booming and fades away when 
general business lags. Never. 
theless, it undoubtedly creates 
good-will and keeps the techni- 
cal staff on its toes. 

A glance at the latest balance 
sheet, that of June 30, 1937, 
discovers a comfortable finan- 
cial position. Current assets of 
$3,851,962 included $365,935 in 
cash and inventories of $2,050, 
502. The inventory figure was about 16 per cent above 
that at the end of 1936, in line with higher prices and 
an expanded volume of business. Current liabilities 
amounted to $956,222, leaving net working capital of 
$2,895,740. Carrying the 405,000 shares of International 
Cigar Machinery at a value of $10,897,660, and plant 
and equipment at $2,187,532 net, the common stock had 
a theoretical equity of $16.96 per share. 

Stated in another way, each of the 1,000,000 shares 
of common stock, the only capital outstanding, repre- 
sented net working capital of $2.90, plant and equipment 
of $2.19, investments of $11.46, and other assets of $.51, 
less other liabilities of $.10. If the stock in the Inter- 
national Cigar Machinery Co. were carried at the cur- 
rent market value of about $20 per share, book value 
would be reduced from $16.96 to $14.26 a share. 

Earnings over the dozen years from 1925 to 1936 
averaged $1.43 per share, adjusted to the present capi 
talization. The two years 1929 and 1930, with profits 
of $2.50 and $2.95, brought the average up to levels not 
currently being attained, but after the low point of $.% 
in 1933, a gradual rise carried the figure back up to 
$1.22 in 1936. For the first half of last year $.59 per 
share was reported, against $.52 in the first half of the 
previous year. It is not likely that the full 1937 profits 
lived up to the promise of the first six months, although 
at least one dollar should be shown. First quarter bus'- 
ness will also probably prove somewhat disappointing: 
yet the enterprise is well bulwarked against such varia- 
tions and can be expected to maintain its position better 
than the average. Its past record, too, speaks well for the 
relative dependability of the present 80c dividend rate. 

The importance of engineering and management skill 
in an organization of this tvpe (Please turn to page 670) 
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= changes are likely 
to be numerous in the months 
to come. This is not strange 
when one considers the broad 
diferences in the industrial 
picture between now and a 
year ago. In the fore part of 
1937 business was near the 
pak in the recovery move- 
ment and, while it was con- 
cerned over mounting labor 
costs and taxes, volume was 
high and earnings substantial. 
Since then activity has dropped 
precipitously in some indus- 
tries and whereas prospects in- 
dicate general improvement as 
the year advances, consider- 


INDUSTRY 
A—Active, further progress indi- 


B—Active, further progress may 
be slow. 


C—Depressed, prospect for re- 
covery favorable. 


D—Depressed, no nearby im- 
provement indicated. 


Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 





rates, increases will be few in 
nearby months. 

Under such circumstances 
the outlook for dividends is of 
more than ordinary impor- 
tance to investors, and it is 
hoped that this year’s Divi- 
dend Forecast will be of spe- 
cial value. 

Part I covering Public Utili- 
ties, Steels, Oils, Metals, Ma- 
chinery, and the various equip- 
ments appeared in the issue of 
January 29. Part II dealing 
with Movies, Liquors, Motors 
and Motor Accessories, Foods, 
Tobacco and Chemicals ap- 
peared in the issue of Febru- 


The 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 


2—Improvement in earnings ex- 
pected. 


3—Gain in earning power may 
e slow. 


4—Earnings outlook unfavor- 
able. 





able uncertainty will doubt- 

less mark the first quarter and perhaps the second. 
With profits well under last year in many companies, 

no little conservatism regarding dividends may prevail. 

While many companies in industries enjoying more or 

less sustained volume will no doubt maintain present 


ary 12. Part III covering the 
Railroads, Aviation, Building, Merchandising and Mis- 
cellaneous Specialties is presented herewith. 
The tables and comments comprising this feature are 
accompanied by our investment ratings which are ex- 
plained in the table on this page. 





Railroad Problem Near Critical Phase 
Both Traffic Recovery and Higher Rates Are Needed 


= the past year the position of the railroads 
has changed for the worse with unprecedented rapidity. 
Early in 1937 the carriers appeared to be emerging from 
seven years of serious depression, with a reasonable 
chance of recovering substantial earning power. A few 
months later the rise in gross revenues had flattened out 
and increasing costs of operation had come home to 
roost. At the very time when recovery was terminating, 
the roads were forced to grant wage increases to both 
operating and non-operating employees. During the 
closing months of the year freight loadings, gross rev- 
enues and operating income slumped deeply and ab- 
tuptly. While the decline in traffic appears to be flat- 
tening out, no significant recovery has yet been seen. 

All of this appears to paint a very black picture. 
Nevertheless, without in any way minimizing the grav- 
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ity of the present railroad problem and with full recog- 
nition that a substantial revival in traffic is needed this 
year to save quite a few roads from bankruptcy, it 
seems reasonable to conclude that (1) the rail outlook 
is not completely hopeless; and (2) that indiscriminat- 
ing liquidation of rail bonds and stocks at present prices 
probably will prove to have been unintelligent in its 
timing. 

Regarding point No. 2, second grade and speculative 
rail bonds are at prices which have discounted a great 
deal of adversity, and these issues recently have met 
with considerable improvement in demand; while rail 
stocks are at prices which mean, on a basis of simple 
arithmetic, that anyone who bought them either near 
1937 highs or at pre-1929 quotations has already suf- 
fered by far the major portion of all possible paper loss. 
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owners of railroad securities that 
there is probably no chance what- 
ever for rail earnings to recover to 
the pre-1929 level. They know that 
—or should know it—and what they 
are really concerned with is the 
question whether any earning power 
can be recovered by the industry as 
a whole and, if so, whether such re- 
covery can be of such proportions 
as to justify retention of rail securi- 
ties for substantially better prices 
than now prevail. 

Frankly, any answer to this ques- 
tion involves a gamble on various 
“ifs.” Yet the railroads will con- 
tinue to carry the great bulk of the 
country’s freight, and there is some 
reason to believe that, with the pos- 
sible exception of the airplane, the 
major diversion of traffic to com- 
petitors has been seen. If we have 


securities than now prevail. 


Therefore, if one is desirous of getting out of rail securi- 
ties, it would seem logical to gamble on getting some- 
what better prices by waiting for the Interstate Com- 
merce Commission’s decision on freight rates or for a 
speculative rally in anticipation of such development. 

Regarding point No. 1, the unfavorable elements in 
the railroad picture are familiar to all, and it is perti- 
nent at least to explore the possible avenues of improve- 
ment. It is a fact that the long term growth in rail 
traffic has slowed down to a snail’s pace, if it has not 
terminated; and it is a fact that much passenger and 
freight traffic has been permanently diverted to the 
automobile and the motor truck. Water carriers and 
air transport are also active competitors of the rail- 
roads. Yet it is pointless in the present setting to inform 


an economic recovery and if uniformly higher rates are 
granted to both railroads and interstate motor truckers 
and if tax and wage burdens are not further increased 
and if the roads are permitted to effect various operat- 
ing economies which are available to them—why then 
there would, of course, be a recovery of rail earnings 
justifymg much higher prices for the majority of rail 


The following extract from a recent report of the 
Interstate Commerce Commission is worth study: “The 
Federal Reserve Board index of production was very 
nearly up to the 1929 level in April, 1937, and for the 
year 1936 it was only 11.8 per cent below 1929. In 1936, 


Courtesy Pennsylvania R.R. 


however, total railway car miles were 23.8 per cent leg 
than in 1929 and railway operating revenues were 354 
per cent less. Not only had the railroads lost since 199 






a continually increasing share of the total traffic, by 
to hold what they did they had found it necessary 
to make many competitive reductions in rates apj 


fares.” 


That summary is realistic, but it is possible to tak 
exception to it, at least in part, on two counts. (1) The 
economic recovery that we had in 1936 and early 193; 
rested largely on consumption goods of the type increg. 
ing motor truck traffic relatively more than railroa 
freight traffic. A normal heavy industry production hy 
always been essential to a profitable volume of railroad 
traffic. For the fifteen months of 1936 and the fir 


quarter of 1987—the period of may. 
mum rise in the Reserve Board’s jp. 


averaged approximately 20 per cent 
less than in 1929 and the volume o 
construction, which is very impor 
tant to the railroads, was less than 
half of the 1929 level. Thus, the 
comparative statistics cited by the 
I. C. C. only in part show the actual 


diversion of railroad freight trafic. § 


In very important part, they als 
reflect the imadequate scope and 
temporary character of the New 
Deal recovery in durable goods. 
Now it may be, of course, that as 
long as New Deal policies prevail 
we cannot have a normal recovery 
in heavy industries. If so that isa 
bearish factor on rails—and_ not 
alone on rails—but it is a matter not 
related to competitive diversion of 


rail traffic, over which the I. C. C. appears so concerned. 


The second exception that can be taken to the Com- 


mission’s summary lies in the fact that the diversion of 
traffic of which it speaks went mainly to motor carries 
and occurred in a period when such carriers were free of 
Federal regulation. Obviously, we have today a decid- 
edly different setting. The common carriers in trucking 


are under Federal regulation and increasing intra-state 


regulation. Their employees, moreover, have been to 
large extent unionized. For both reasons the competitive 
advantages formerly held by the truckers have been 
largely neutralized and it is no longer possible for them 
to find an easy road to profits (Please turn to page 676) 
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Position of Leading Railroad Stocks 



































Earned o Poise Renee 
per Share 37 Recent Paid Market 
COMPANY 1936 1937 High Low Price 1937 Rating COMMENT 
Atchison... 1.56 0.59 9435/4 32% 37 2.00 C-3 Current outlook hinges largely on success of winter ' wheat crop. 
Atlantic Coast Line 2.31 2.97 551% 18 24 1.50 C-3 Traffic outlook fair. Financial position comfortable. 
Baltimore & Ohio. . 0.85 d 401%, 8, 9 None C-4 Strained finances place road in a rather precarious position. 
Bangor & Aroostook......... 3.55 4.61 45 30 31 2.50 C-3 Stable earnings lend security to dividends. 
0.04 0.25(e) 17% 6% 7 None C-3 Near term earnings outlook unpromising. Finances fair. 
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Position of Leading Railroad Stocks—(Cont.) 








COMPANY 


Central Railroad of New Jersey. 





Chesapeake & Ohio Peg ee eae siak 
Chicago Great Western : 


Chicago, hicago, Milwaukee, St. Paul & Pacific 


Chicago a Northwestern. . 


F Chicago, Rock Island & Pacific 


Colowdo & Southern... 
Delaware 3 & Hudson Co.(a). . 


Deleware, ‘Lockowenne | & “Western 


Erie... 

Great Northern . ” ss % 
Mlinois C Central. . : 
Kansas City Southern. a 
Lehigh Valley 


Louisville & Nashville 
Missouri- Kenves- Texas 


Minow Pacific 





New York Central ra 


New York, Chicago & St. Louis 





New York, New Haven & Hartford 


New York, Ontario & Wester § 





Norfolk & Western. . 





Narthem Pacific. 


Pennsylvania 





Pere Marquette 





Reading 
Southern Pacific... 


Southern Railway... 





Union Pacific. : : aA _ 
Western Maryland. 


(a) Heldine semen only. 





























































































































Earned Price Range Divs. 
per Share 1937 Recent Paid Market 
1936 1937 High Low Price 1937 Rating COMMENT . 
410.87 d7.59 41%, 8 10 None C-4 Deficit somewhat lower last year. Tax litigation is an rtai 
‘or. beet 
5.67 4.36 68% 31 34 3.80* C-3 Latest dividend 75 cents. Finances comfortable. Further dividends 
7 pak. ° eae eee Bean likely despite prospect of reduced traffic. 
d3.25 d6.07 4 1 ¥%y, None C-4 In process of reorganization. Latest plan makes no provision te 
7 : a ; __common stock. ats pan 
416.32 d(e) 3% Ye Ye None C-4 Earned about 66% of charges in 1937. "Recent reorgenization 
mane anes x 2 eh : plans exclude common stoc : taal din 
d7.10 d10.34 = 6% Ye 1% None C-4_ 1. C.C. taking steps to speed reorgenization. Loss lerger i in 1937. 
d22.44 d(e) 3% Vy 1 None C-4 Bondholders plan of reorganization may be offered in near future. 
: Gross and net operating income up in 1 ae 2 
43.77 d1.00(e) 2714 5% 1% None C-3 Gross and net recorded a promising upturn last year. Hes no early 
maturities. : 
1.67 583/, 13 16 None Lower earnings : kely. to be shown tet last | year. Holds lage 
ae nae, ty Pane ____block New York Central shares. 
d0.08 d0.55 2414 5 73, None C-4 Gross up in 1937 but increased costs cut eet telow 1936. Flnenees 
air, aa 
d0.23 d1.97 235, 4% 25% Hone C-4 Recent sharp slump in earnings and failure to ‘obtein foams forced 
____bond default. Early reorganization hoped for. _ 2 
3.98 4.05 564%, 20% 23 —-2.00 C-3 Slump in steel industry will restrict near term earnings. Bd 
d0.2%6 0.62 38 i 11. None _C-3 Current maturities less than $7,000,000. Finances | fair. 
2.76(P) 4. 01(P) 29 5 9 None _C-3__ Gross holding up better than average. Finances comfortable. 
1.09 d0.75 245/g 4, 6 None C-4 Near term prospects unfavorable. Finances could stand consider- 
_ _ kee a able improvement. ae 
8.24 6.07 99 481/ 48 6.00 C-3 Recently declared regular $2.50 dividend. Svene position 
_ pee aos ___ financially. ae ee 
d5.93 d7.75(e) 9% 2 3 None C-3 Larger exports of grain have ‘aided gross but eatledh: dees aes 
: ne —. Saas = favor early gains in net. pales 
d14.11 d14.93 6%, 1% 1% None C-4 Projected reorganization plans | offer little or no hope >¢ for common 
stock. = 
1.79 0. 99 551% 4 5 18 None C-3 Net for 1937 after all charges estimated at $6, 000,000 v: vs. $9,000- 
_ ee aos ____000 in 1936, Finances good. Debt lower. 
15.46 1.417 72 14 16 None C-3 Earnings have suffered a severe slump. 6% note motwity may be 
7 : SS ae a extended, 
d4.46 d(e) 9%, 2 27, None C-4 Early reorganization unlikely. Loss in 1937 totaled $7,713,450 
a a eee Se nih ___vs. loss of $3,580,000 in 1936. 
d0.57 d2.88 62 1 1 None C-4 Deficit in 1937 exceeded $1,500,000 vs. $330,000 in 1936. 
pe ee ees eee wee ____ Reorganization will require drastic capital change as 
22.88 21.95 272 180 185 16.00 C-3 Road's record outstanding. Finances strong, but lower net may 
mn See ae? Sy ss eutt_curtent dividends. Ps 
0.73 (0.05 36% WM 12 None __C-3 Sound financial position. No early maturities. = 
2.94 2.07(e) 501% 20 22 1.25 C-3 Requires industrial pick-up to turn trend of lower net. Good 
aie a : ee ; _financial position. 2: 
3.48 1.07 481 9 12 Mame C-3 eee. trend will continue to reflect activity in automobile 
_ 4 = bee industry s 
2.65 2.88 47 181, 20 2.00 C-3 Lower current earnings place $2 dividend on an uncertain basis. 
: see: at en ___ Finances satisfactory. 
3.84 0.20 65% 17 19 None C-3 Income in 1937 just about covered fixed charges. Would be 
; — ‘a basal meek) os important beneficiary of 15% rate rise. 
1.01 1.34(P) 43%, 9 12 None C-3 Has benefited by industrial exp in territory, but current 
shai ae = Se Lope ee os: turities are an uncertain factor. a 
8.20 6.00(e) 14834 80 80 6.00 C-3 Strong finances and longer term prospects tend to lend assurance of 
a = an ee a ale continued dividends. ~ 
0.42 0.59 11%, 256 4 None C-3 Earnings sensitive to industrial conditions. Slump in steel will 
= a ee - cut near term net. per eek = 
d Deficit. “(e) as *—Plus stock. (P)—Preferred shares. 





Profit Prospect Improves for Aircraft Manufacturers 


= to a great extent by government orders, air- 
plane manufacturing volume set a new peak in 1937 at 
Unfilled orders remain very 
large and it is improbable that backlogs will be eaten 
away during the current year. 
large earning power, however, hinges upon progress in 
standardizing planes and parts, so that development 
expenses and all the costs of specialized work affect 
profit margins less forcefully. 


well over $100,000,000. 


ume without constant changes would demonstrate the 


The ability to develop 


A period of heavy vol- 


possibilities of the industry in duplicating the mass- 
production record of the early automobile makers. 

Transport companies, on the other hand, suffered a 
deterioration of outlook over the past year. 
of traffic increased in marked degree during the early 
months, 
growth in profits. 
ter part of the year, it was impossible to bring costs 
down at an equal pace, and net income figures fell far 
below earlier predictions. 


All types 


yet rising costs prevented a corresponding 
Then when traffic fell off in the lat- 














Position of Leading Aircraft and Aviation Stocks 





Earned 







































































ay Price Range . e+] Meck 

. per Share 937 ecent Pai arket 

COMPANY 1936 1937E High Low Price 1937 Rating COMMENT 

Aviation Corp. (Del.)............... .04b Nil 9% 2% 3% .. A-3 Cash position strong, but dividends unlikely. 

*Boeing Airplane........ ; .32 75 49%, 16 28 -40 A-2 Fairly generous dividends expected at irregular intervals; open. 
tions at high level. 

*Consolidated Aircraft ; .29 68A 333%, 8 15% .50 A-2 Unfilled orders $14 million against $18 million a year ago; divi. 
dend likely later in the year. 

*Curtiss-Wright "A" . . -88 1.75 23% 8%, 153%, .50 A-2 Orders up more than 50% over a year ago, but no immediate 
dividends expected. 

Douglas Aircraft 1.74c 2.00¢ 17% 26% 38% ... A-2 Backlog of orders holds up well; profits will probably be used to 
build up working capital. 

Irving Air Chute 1.05 1.40A 18%, 5%, 113%, 1.15 A-3 Earnings and dividends should be maintained. 

*Martin (Glenn L.) 87 1.50 29%, 10 17 A-2 Backlog at high level, earnings rising, but dividends problematical 

National Aviation .09 115A 18% 6% 8 ar see Asset value $12.77 against $16.07 at end of 1936; no early divi- 
dend action expected. 

North American Aviaticn .001 15 173, 3 81/4 12% A-2 Both divisions gain in volume, but transport unlikely to contribute 
importantly to gains in net. 

Pan-American Airways .70f NF 261%, 15 15%, .62%¢ A-2 Traffic up about 34%, mileage up 38% in 1937. 

*Sperry Corp 1.32 1.30 23%, 10 191, 1.20 B-2 Unfilled orders assure profitatle year; dividend rate should be 
maintained. 

*United Aircraft -76 1.40 35% 10%, 23%, 1.00 A-2 Participates in most of domestic business with large foreign sales 
dividends should grow. 

249, 5% No dividends likely until operations reach a profitable basis. 


United Air Lines -26 d 


A—Actual. 6—£leven months to Nov. 30th. c—Year to Nov. 30th. d 
our opinion, the more attractive profit opportunities. 


7% .. A-3 


Deficit. E—€stimated. f—Adjusted for split-up. NF-—Not available. * In 





Building Upturn Indicated 


I. has been generally agreed by government and private 


experts that a strong building revival would be of tre- 
mendous importance to the United States at this time 
Elaborate statistical work has also established the prob- 
ability of an upturn in the near future both on a cyclical 
basis and because of the shortage built up over depres- 
sion years. Despite predictions and proof of its immi- 
nence, however, and in the face of government attempts 
at artificial stimulation, the building fails to 
materialize. 

Total construction last vear was at the highest level 
since 1931 and 9% above the previous year. Residential 
building, most important to supply and material firms, 
was up 13%. Yet these gains were registered in the first 
half of the year and the succeeding slump cancelled the 
bulk of their favorable indications for 1938. Increases 
in the costs of both materials and labor were apparently 
responsible for halting the boom before it had gained 
momentum, and receding confidence in general business 
iccentuated the downtrend. The net result has been 
a disappointing year for practically all of the principal 
companies connected with the bui'ding industry, even 
though some of them succeeded in bettering 1936 earn- 
ings by respectable margins. 

The point which stands out as most impressive is 
the ability of these companies to show substantial profits 
during the first half of last vear on such a meager volume 


boom 


640 





of construction compared to previous boom periods. It 
has been fairly well demonstrated that only a normal 
amount of activity is lacking to produce excellent earn- 
ings results for most of the enterprises. Not only has 
demand turned more than ever before to prefabricated 
materials, but the organizations have improved their 
positions from the standpoint of operating efficiency and 
methods. Given comparable construction activity, there 
is every likelihood that profit margins will exceed those 
of 1927, 1928, and 1929. 

The problem of deciding when a pickup is likely to 
occur has been complicated by various temporary circum 
stances. The new Federal Housing Administration set 
up has not had time to prove itself, but it may well be 
the one needed impetus. The downtrend in_ permits 
issued flattened out some time ago and both December 
and January figures have pointed upward, but this is al 
least partially due to a rush in the New York City dis- 
trict to take out permits before the imposition of a new 
building code. Whether or not this particular bulge will 
continue and develop into the long-awaited boom is im 
possible to predict; meanwhile, the industry can do no 
more than mark time. The fundamentals of the situa- 
tion, however, are distinctly encouraging for the longet 
future and there is hardly an enterprise on the accom- 
panying list which will fail to participate prominently in 
a revival of activity when it comes. 
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Position of Leading Building Stocks 


























































































































—_——__. a Earned Price Range Divs. 
per Share 1937 Recent Paid Market 
COMPANY 1936 1937E High Low rice 1937 Rating COMMENT 
= Alpha Portland Cement 1.34 556 393, 812 13 1.00 B-3 Outlook hinges on better volume and profit margins-with divi- 
ae ay dends uncertain. 
——__ * American Radiator. -70 -70 291, 9%, 13 .60 B-2 Usually good fourth quarter a disappointment. , Well-placed for 
vals; opens longer term and dividends not likely to tely i 
Armstrong Cork 4.36 4.00 701 30 33 2.50 B-2 Interim dividend of 25 cents declared; reduced rate likely to con- 
ee tinue until 1938 results can be judged. 
a en a = —_--—— 
¥ 890; divi Celotex Corp 2.19¢ 4.17¢ 48, 1914, 20% 1.20 B-3 = have fallen ot present ings rate is derably 
SS —— — 5 pas Py ; a : : ower. _ ere: = 
. immediate *Congoleum-Nairn 2.05 2.003A 45% 20 22 2.00 B-3 "Dividend cut ry 95 cents in first quarter with year-end extra 
adaiaedis e 
used to *Crane Co 2. 04 3.40 56% 22% 18h | 1.00 "B-2 1938 dividends ‘hove good chance of exceeding last year’s. 
Devoe & Raynolds “A” 4. A9t 4.05f 716'/ 29%, 33 3.25 B-2 Regular $3. 00 dividend reasonably secure, although profitszhave 
ct been affected by drop in volume. 
; Flintkote 1.75 150A 46%, 111% 171% 1.00 B-3 Dividends will probably be changed to semi-annua! basis “with 
blematicy maintenance of present rate quite possibl e. 
artical — “4 — _ a hein CRIES 
2 Holland Furnace. 2.89 x: 40 52% 15% 19 1.50 B-3 Cash position comfortable and dividends should follow earings. 
early divi Johns-Manville 5.13 6. 00 155 65% 16% 4.75 B-3 1938 dividends will be lower unless earnings reverse their current 
contribute Lehigh Portland Cement. 2.91 1.35A 51% 14 17%, 1. 50 ; B-3 Quarterly rate re reduced to 25 cents and further reductions possible. 
2 Lone Star Cement . 3.02 407A 751%, 31% 38 3.75 B- 3 Unfavorable conditions affecting first quarter, but later pickup 
may maintain $3.00 rate. 
ae *Masonite Corp 2.519 3.04g 74 20 31%, 2.50 B-3 Eomed 58 we in 16 weeks to December 18th. against 65 cents)a 
alii be oo ; J year earlier. 
*Minneapolis-Honeywell Regulator 4.78 4.80 120 53 59 3.00 B-3 Comparatively stable alent maiie * well for future dividends. 
eign sales National Gypsum -48k 41k 181% 4" i , B-3 No dividends enpetad in near ice. 
=. Otis Elevator -82 2. 00 45% “20% 21, 1.40 B-2 Maintenarce and foreign earnings will bolster net despite lower 
bas _ operations. Dividend of 15 cents declared. 
Sis. eT. 2 — a a SSS ae 
= *Pataffine Companies 4.57} 5.28) 90 3214 38 4.00 B-3 Earned $1. 78 in last half of 1937, versus $2.51 a year earlier; 
+4. a dividends will probably decline. 
Ruberoid 2.04 1.89A 38 17% 19% 2.00h B-3 Fourth quarter showed loss and pick-up may be slow. 
; Dividend outlook uncertain. 
*Sherwin- Williams 8.049 8.415 1543/4 72%, 86% 6.00 B-2 Earnings affected by drop in building activity, but dividend is 
2 relatively dependable. 
U.S. Gypsum 4.01 4.00 137 53 65 2.50 B-3 Resin $2 dividend sate is conservelive. 
Yale & Towne 2.49 2.00 624 21%, 22 1.00 B-3 Profits have fallen off quite sharply, but company should partici- 
pate in any revival of building activity. 
is. “at a—Actual. b Twelve months to Sept. 30th. Twelve sametine - Oct. 31st. E Estimated. - Year | to aie a 9 Sew August 31st. h—In- 
ormal cludes $1.40 in promissory notes. j Year to June 30th. Nine months to Sept. 30th. *—In our opinion, the more attractive profit opportunities. 
earn- 
V has 
cated * a , _ 
their Lower Profits for Companies in Retail Trade Expected 
y and 
there A 
= y b) ° . ‘ 2 . ‘i ‘© 
thine LYHOUGH the Bureau of Foreign & Domestic Com- unfortunately that there were no signs of lessened politi- 
merce estimates that retail trade as a whole in 1937 cal pressure on big retail organizations. On the con- 
lv to was 644 per cent better than in 1936, the year which trary, the pressure was intensified and the foes of the 
cum- has just passed was not a particularly happy one for chain store system of doing business won a number of 
a those engaged in this industry. In many instances the notable court victories. The Supreme Court of the 
I be gain in dollar sales was more than counteracted by United States upheld the Louisiana chain store tax and 
‘mits higher costs. Wages continued to advance, taxes it thereby conceded the right of the states to impose a tax 
nber seems go ever higher and, when the effects of these graduated, not according to the number of outlets oper- 
is al items was added to increased wholesale prices, the ma- ated in the taxing state, but according to the size of 
dis- jority of retailers found that they were making less the organization from a national standpoint. Follow- 
new money than in 1936. ing this, discriminatory taxes Were imposed by an addi- 
= ly . . . oe . . . . . 
will This was especially true of the last half of the year, tional number of states and their validity upheld. 
im- for it was then that the buying upswing began to lose The Federal Government also has been active in 
» no its momentum owing to the influence of the business hampering large retail organizations. The Robinson- 
tua- recession and the consequent curtailment of purchas- Patman Act, passed in 1936, and the subsequent rulings 
nger ing power. Moreover, the recession developed so by the Federal Trade Commission, have lowered chain 
ome suddenly that economies were relatively slow in being store income from brokerage, discounts, etc. A week or 
vin made. so ago Representative Patman introduced a bill impos- 
Looking backward over 1987, it must be reported ing a heavy federal tax on chain stores. So severe are 
EET FEBRUARY 26, 1938 641 



































goods. 


the provisions of this bill that, if it is ever enacted in the 
present form, chain store retailing as we know it today 
will surely disappear. Not only would Mr. Patman im- 
pose a Federal tax graduated according to the number of 
stores, but there would be an additional levy graduated 
to the number of states in which a system operated. 

While one cannot say that the single-store retail trade 
company faces prospects identical to those of the mul- 
tiple store organization, it is apparent that the current 
outlook for all forms of retailing is an uncertain one. 
Here and there signs are to be discerned that the busi- 
ness recession is flattening out, but there is little as yet 
to indicate the coming of a sharp upswing. Retail trade 
depends upon the individual pay envelope and a mount- 
ing army of unemployed and the shortening of working 
hours for many others obviously is not conducive to 
large-scale purchases of consumers’ 
it may be some little time after steel, automobile and 
other workers return to their jobs before increased pay- 


Moreover, 


rolls begin to have a favorable effect on the volume of 
retail trade. 


There is, however, from the standpoint of the prospee. 


tive investor, one favorable aspect of retail trade to be 
taken into consideratior.. 


This is that the price of retaj] 


trade securities has not been out of step with the indus. 


lows. 


accordingly. 


try’s less hopeful prospects. 
stocks has been marked down drastically and today 
they are not quoted materially above their 1937/1938 
In other 
view of the situation and quotations have been revised 
In the final analysis it becomes a question, 
therefore, whether unfavorable prospects have been dis- 
counted sufficiently or whether, as the unfavorable mate- 
rializes, there will be a tendency for prices to drift still 
further downwards. While we are not inclined to advise 
the hasty liquidation of all retail trade holdings at the 
present time, this is a group which contains few buying 
opportunities that cannot be bettered in other industries, 


The price of retail trade 


words, the market has taken a realistic 












Position of Leading Merchandising Stocks 


Bonsed 








































































































per Share 
COMPANY 1936 1937E High — 
Allied Stores. . 1.32a 1.306 21% 
American stores........ 1.57 NF 96% 
Amold Constable. . “4.152 ONF 16% 
Associated Dry Goods : 0.843 NF 244 
Best & Co... 4.212 NF 62% 
Federated Dept. Stores 3.038 NF 43% 
First National Stores 4.24¢ 2.463 52% 
Gimbel Brothers... . - 2.082 NF 29% 
Grand Union. . : ; 3 1.98 2.00 5¥¢ 
Grent, W. T.. 3-840 1.16¢ 4772 
Great Atlantic & Pacific _7. 31f NF 117% 
Interstate Dept. Stores.......... 3. 222 0.60¢ 36% 
RS pe olin is loci ul gpa Sik wake owes 6.57 2.743 871% 
Keufmann Dept. Stores 2.59 NF 35 
Kresge, S. 4.97 NF 29% 
Keoss, S$. 04...... 2.31 2.30A 474 
Kroger Grocery & Bak 1.91 0.77h 24%, 
Macy, R. H 3.062 NF 581% 
Marshall Field 0.67 Nil 30% 
Mey Dept. ‘Stores 4.12 NF 66%, 
McCrory ‘Stoves 2.15 1.89A 24%, 
Melville Shoe 5.57 3.24) 861 
Montgomery Ward 4.12a 1.60e 69 
Murphy, G. C 5.90 5.84A 90 
Mietional Tee 0.23 def 12% 
Penney, J J.C 7.36 2.82; 103%, 
Soleway S ‘Stores 4.03 262A 46 


Price Ra ape 


bow 


6% 
7% 
aY%e 
6 
29 
144, 
261; 
6% 
1% 


22 
45% 
8% 


49 


15 


22 

14 

25 
1% 


33%, 
TY, 
37% 
30 
50 


57% 
18 


15% 


Recent 
Price 


7 
10 
7 


25 
47 
10 


50 
17 


26 
16 


31 


39 
10 
43 
33 
53 


70 
20 


Divs. 


Paid 
1937 


0.20 


1.50 


1.00 


3.00 


2.407 


6.25 


2.75 


4.75 


1.60 


1.20 
1.60 


1.60 


2.75 


4.25 
0.50 
5.00 
4.90 
3.10 


0.30 
5.50 
1.50° 






















































































Market 
Rating COMMENT 

B- 3 Last year's dividend was paid 1/20/37: nothing since. 

D- 3 Rising costs and taxes caused omission of dividend last November 

B-3 Paid 25 cents 1/28/38. Last year at about the same time the 

payment was 50 cents. 

B-3 Arrears on the 2nd preferred to be liquidated before the common 
can expect anything. 

B-3 Should continue to do relatively well. ” 50-cent extra paid at the 
close of last month. 

B-3 Earnings last year probably were e moderstely lower than in . the 
previous period. 

D-3 Company has done better, than many cheln groceries. Dividend 
appears reasonably well assured. 

B-3 D d public purchasing power likely to result in lower 
earnings. 

D-4 Arrears on the preferred to be liquidated before the common can 
receive anything. 

B-3 Sales for the calender year, 1937, were re 112% shead of 1936. 

D-3— Hit by political persecution of chain ‘stores. 

B-3  Semines for the fiscal year just ‘elooed i beloved well below the 
last period. 

D-3 Regular quarterly dividend of $1 payable 3/21/38. 

B-3 Lower Pittsburgh steel activity and consequent reduction of pw- 
chasing power is an adverse development. 

B-3 Regular quarterly dividend of 30 cents appears well assured, 

B-3 Quarterly dividend of 40 cents seems to be well within the com- 
pany's earning capacity. 

D-3 Usual quarterly of 40 cents payable 3/1/38, but it is thought thet 
earnings are running little, if any, more than this rate. 

B-3 New policy of mokin Macy's own vn brands available to outside 
retailers will bear wate ing. 

B-3 heveatony write-offs i in 1937 thought to hove oliminsted the bolenes 
for the common. 

B-3 Should continue to do relatively well. 

B-3 Pays initial dividend of 50 cents 12/20/ 37. 

B-3 Hes done well, although some decline in earnings is in prospect. 

B-3 Latest catalog shows sharp price reductions. 

B-3 Last year produced the largest profit in the « company’s history, e- 
no per-share earnings were somewhat lower because of addl- 
tional stock outstanding. 

D-3 Dividend on the 5% pechened just omitted, 

B-3 Regular quasterly « of at least $1 likely to be maintained. 

D-3 Profits down sharply i in the last halt of 1937. 
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Position of Leading Merchandising Stocks—(Continued) 


























a Raseed Price Range Divs. 
per Share 1937 Recent Paid Market 
a mere 1936 1937E High Low Price 1937 Rating COMMENT 
Seon, Roe Roebuck. ................ 6.27a 2.76h 985 49% 60 5.50 B-3 Despite recession, should continue to pay thing 
Spiegel, In Inc otetretesteseee 2.50 1.44k 28%, 8%, 10 1.00 B-3 Decreased purchasing power may have adverse effect on profits. 
Woolworth, A, Sere ___ 3.35 __ 3.40 65% 34 43 2.40 B-3 No change anticipated in 60-cent quarterly dividend. 












98 weeks to 7/17/37, oa 24w 








Pe nied: A—Actual earnings. 
1/2/37. a—Year to 1/31/37. b—Year to 1/31/38. 
eeks to 6/19/37. j 


*—Plus extra in stock. NF—WNot available. 
c— Year to 3/27/37. 
First six months. 


+—Paid on old no-par stock and includes special dividend of $1 paid 
d—Nine months to 12/31/37. e—Six months to 7/31/37. f—Year to 2/28/37. s— 
k—First nine months. 

















COMPANY 


American Bank Note 














American Con. 


American ‘Chain & Cable.. 
















#American Chicle.. 






American Safety Razor 





Atlas Plywood 








*Coca- Cola. 





Colgate Palmolive-Peet 


Commercial Credit 







Commercial Investment Trust 


Container Con. 








Conlinentel Can ¥ 
Crown Cok & Seal. 
Diamond Match. . 


*Eestmen Kodak... 
































General Refractories : 








Gillette Safety Razor 
Glidden 






Greyhound Corp 





Harbison-Walker Refract. ¢ 





Hazel-Atlas Glass 






Household Finance. 


Libbey-Owens-Ford 







Liquid Carbonic 





*Owens-Illinois Glass. 






Pittsburgh Screw & Bolt 





Procter & Gamble 





Radio Corp 






Reynolds Metals 





Sterling Products 
*Sutherland Paper 
United Drug 
*United Fruit. 

U.S. Freight 
Wrigley, Wm., Jr 










E—Estimated. NF—Nota 
1/2/37. a—Yearto1/31 37. 









Earned 

per Share 
1936 1937E 
1.24 1.07A 
5.80 NF 
3.15 1.836 
6.89 8.50 
2.70 1.62a 
1.04¢ 3.31c 
4.65 4.76a 
1.40 0.506 
6.07 7.09A 
6.07 6.36A 
1.97 2.24a 
3.17 3.00 
3.66 2.98a 
1.65 1.70 
8.23 5.01d 
3.47 3.30 
1.72 1.15a 
3.29e 2.62e 
1.59 1.55a 
2.41 1.95a 
6.55 7.43¢ 
7.04 5.59a 
4.14 3.53a 
1.589 2.369 


3.80 
0.72 
4.07h 





0.20 
1.97 


5.05 
2.54 
1.47 
4.84 
1.71 
4.19 


vailable. 
b— Year to 1/31/38. 


Pinion, the more attractive profit opportunities. 





3.50 





0.84a 
1.40) 
0.41 

1.46a 


5.28A 
2.80A 
0.66a 
4.044 
defa 
3.43a 





Price Range 


High 


41344 


121 


33% 


112 


36 


59 


170% 
25% 
69/4 


801%, 
3744 


69/2 
1007, 
36% 


198 


710% 


20% 


511% 


16% 


5814 


117% 


73 
79 


26% 


103% 


20 


123% 
30%, 


75 


39% 


16 


8634 
341% 


76 


A— Actual earnings. 





Low 
10 

69 
1114 


15% 
56'2 


93% 
82 
30%, 


8014 


44 
335% 


14 

511% 
4% 

43, 
ay, 


12% 


53% 
17% 
15 
52 
5% 


581% 





Divs. 

Recent Paid 
Price 1937 
14 0.75 





85 4.00 
14 1.83 
103 7.00 
19 2.00 
11 1.75 


120 4.50 
9 0.50 
36 5.50 
41 5.00 
15 1.20 
43 3.00 
34 2.00 
26 1.00* 
155 7.50 
23 2.00 
10 1.00 
23 2.60 
10 0.80" 
21 2.00 
95 6.56 
50 4.75 
34 4.00 
17 1.77 


56 3.25 
8 0.65 


47 2.75 
7 0.20 
16 1.00 
57 4.20 
23 1.80 
7 0.50 
62 4.00 
10 
67 4.25 


First nine months. 6 


c-—-Year to 3/27/37. 


Nine months to 12 31/37. e—Six months to 7/31/37. Year to 2/28/37. 


Market 


Rating 
B-: 3 


A-3— 


os 





B-2 
B-3 
B-3 


B-3 
A-3 
A-3 
A-3 


B-3 


A-1 
B-3 
B-3 
B-3 





A-3 


B-3 
B-3 


A-3 
A-3 
B-3 
B-3 
B-3 











B-3 


B-3 
A-3 
B-3 
B-3 
B-4 
B-3 


Regular quarterly dividend of $1 likely to be maintained. 







Position of Important Companies Unclassified as to Industry 





COMMENT 
Material improvement awaits a pick-up in the issuance of new 
securities. 
No change in the regular quarterly dividend of $1 expected. 


Company probably has felt the business recession quite severely. 
Dividend payable 3/15/38 was 25 cents against 50 cents pre- 
vious quarter. 

















Regular quarterly dividend of $1 should continue to be augmented 
from time to time by extras. 





Last year's dividend should prove to have been covered by a fair 


margin. 





Dividend paid Feb. 15 was 25 cents against 50 cents three months 
previously. 








Should continue to pay liberal dividends. 





Action deferred on dividend normally payable March 24. 





ted despite i Dividend 





R bly good ing 
prospects good. 








Paid usual quarterly of 30 cents Feb. 19. 





Paid 50 cents Feb. 15, against 75 cents for previous quarter. 





Usual 50 cent dividend to be paid March 7. 





Should continue to be an attractive income produces. 





Latest quarterly of $1. 50 compares with $2 previously. 





Earnings and dividends depen largely upon the course of stee! 
activity. 


Last year's dividend was wall | within probable earnings. 








The recession can hardly be without its effect upon the company's 
earnings. 


Granting of petition fer higher ralhoed passenger faves would & be 
favorable development. 








25-cents dividend payable bach 1, eoelast 50 wiaiaite in previous 
quarter. 





Despite | recession may be able to maintain segelee $5 ennuel 
dividend. 


Some decline | in earnings is to be anticipated. 


Has done well, although cently the outlook is not particularly 
bright. 


Regular cunsteaty dividend of 40 conte appears reasonably onured: 
Paid 25 cents Feb. 15, compared with 75 cents in previous quater. 
Future largely depends upon capital goods improvement. 
Price declines lower recent earnings 
Last year's dividend was the first since incorporation in 1919. 


15 cents payable March 1. Maintained regular quarterly dividend 
of 25 cents last year. 
Record breaking earnings expected for last year 
Regular quarterly of 40 cents seems reasonably safe. 
Earnings trend down. 

Future dividend should closely approximate earnings. 
Dividend outlook obscure. 


No reason to expect that the company will not continue to be a 
steady dividend payer ; eS 


First six months. c—Year to June 30. d—24weeks to June 12. 
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Two Opposing Forces Push Gold Mining Shares Up 


BY GEORGE W. MATHIS 


— last summer the decline in the price of securities still higher levels would be seen shortly, there was a 
has been widespread. Indeed, so general has been the 
paring of quotations that any stocks or bonds which 
have not lost a material part of their former value stand 
out as phenomena. Why is it, for example, that people 
have been buying the stocks of gold mining companies 
when they have been heavy sellers on balance of almost 


everything else? 


It seems that we have here something of a paradox. 
Some individuals have been influenced in their buying 
of the gold stocks because of the obvious growth of 
deflationary tendencies, while the buying of others has 


been done because they saw the possibility 
of inflation. At first sight there is not a little 
of the ridiculous in such a situation. As a 
matter of fact, however, the individuals who 
arrived at the same conclusion by such 
widely differing reasoning processes were not 
illogical. Eventually, both schools of thought 
may prove to have been right, although they 
clearly cannot be right simultaneously. 
Gold mining, aside from any technical engi- 
neering problems which may arise, is the 
simplest of businesses. One buys so many 
picks, so many shovels, so much dynamite 
and other supplies and sets men to digging 
and blasting. If, after paying wages and 
taxes, the gold produced is sufficient when 
sold at the fixed governmental price to afford 
a margin over outlay, the miner has a profit 
and naturally proceeds with his operations. 
If the gold production does not afford a mar- 
gin over outlay, then operations are stopped 
until such time as a profit can be made. 
Because the earnings of gold mining com- 
panies are the product of the two factors 
(1) costs of production and (2) the price of 
gold, it will be seen that anything which 
threatens the status of one of these factors 
will tend to bring about a buying or a sell- 
ing movement in the stocks of such com- 
panies. A year ago when commodity prices 
were soaring and it was the concensus that 
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Potentialities in Gold Stocks 
Appraised 








tendency for gold stocks to sag in the belief that costs 

of producing gold were headed upwards. When the simil 
recession set in, it was seen that the previous reasoning JJ onn 
had been premature and, with renewed appreciation of ing ¢ 
high earning power and dividend yield, the pressure on FB tion 
the gold stocks lifted. In view of generally declining the o 
price trends, it was properly concluded that operating nigh 
costs of gold mining companies would be subject to & dent 


reduction. 


Moreover, as the recession grew worse, people re- 
membered the action taken by the New Deal to combat 
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an exposed vein of native gold. 
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similar conditions in 1933. They remembered the aban- 
donment of the gold standard, the Treasury’s daily fix- 
ing of a higher price for gold and, finally, the stabiliza- 
tion of the price of the metal at $35 an ounce against 
the old price of only $20.67 an ounce. Why, they argued, 
might not history repeat itself, particularly as the Presi- 
dent still retains the power to further raise gold prices 
merely by proclamation? 

Thus, over the past few months gold stocks have found 
favor for the lower production costs that were envisaged 
and because some people have seen the possibility of 
another devaluation of the dollar. They have found 
favor also with those who fear a return to government 
pump-priming, leading to further progress along the road 
of inflation. There is in all probability considerable 
confusion among this last group between devaluation 
and inflation. Although the first often leads to the 
second, in the ultimate analysis they are by no means 
oeand the same thing. Devaluation has the instantane- 
ous effect of widening the margin of profit for gold min- 
ing companies, while inflation, or rapidly rising prices, 
has the very opposite effect. If we had a real inflation 
which was not followed by another devaluation, it would 
bankrupt every gold mining enterprise in the country. 
However, as inflation does so frequently lead to devalua- 
tion, it cannot be said that those buying gold stocks 
hecause of fear of the former have embarked upon a 
course of action which is definitely foolish, although they 
are due for a bad period prior to the time the transi- 
tion is made. 

Believing that the price of gold will not be altered 
either upwards or downwards in the near future and 
that, whatever inflationary action may be taken by the 
American Government, it will be a long time before it 
results in material inflation of the price structure, the 
writer concludes that the most appealing reason for 
buying the gold stocks at the present time is based on 
relatively stable production costs. Past history shows 
conclusively that a country’s general level of prices can 
only rise in an important way after the greater part of 
the productive capacity is being actively employed. 


Overlooking the town of Kirkland Lake, Ontario, site of Lake Shore Mines properties. 





Until this point is reached, competition between one 
company and another and between one product and its 
substitutes is quite sufficient to keep price advances 
within comparatively narrow limits. Because of the 
momentum gained by the current business recession it 
appears highly improbable that all the country’s plants 
and factories could suddenly become beehives of activity 
and thus bring about a “seller’s market” and rapidly 
rising prices in consequence. 

If this is a correct appraisal, gold stocks are currently 
more attractive as a hedge against a further intensifica- 
tion of the business recession than as a hedge against 
inflation which is the reason some have been buying 
them. But what gold stocks should the investor hold: 
should he buy into an American company or into some 
foreign company? Well, it would not appear very logical] 
to buy a Canadian gold stock for protection against a 
further decline in domestic business, particularly in view 
of the fact that Canadian business has experienced no 
such slump as has oecurred in the United States. 

On the other hand, should the investor be holding the 
stock of an American gold mining company, he should 
never lose sight of his original reason for making the 
commitment and realize that it is not something which 
can be put away and forgotten. With a reversal of the 
business recession, of course, the stock of his compan) 
will again come under pressure. 

Then, too, looking further into the future than _per- 
haps one should, suppose that our Government resumes 
inflationary policies which end in another and much more 
serious devaluation. Under these conditions, it is diffi- 
cult to imagine there not being some law which would 
prevent the stockholders of domestic gold mining enter 
prises from standing out like little oases of excessive 
prosperity. If this is what the future holds, Canadian 
and other foreign gold mining organizations would be 
much the more satisfactory depositories in which to 
have one’s money. 

The investor will first determine his fundamental 
reasons for wishing to participate in the profits from 
gold mining and then act (Please turn to page 674) 
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What Current 


Corporate Statements Show 


Inventories Have Big Part in Earnings Picture 


BY WARD GATES 


j= corporate reports covering 1937 operations, which 
have thus far been issued, show an average gain of 
approximately 14 per cent in earnings, as compared with 
1936. This increase, however, was made possible only 
by the generally excellent profits of the first nine months 
of the year. During the fourth quarter the average cor- 
porate experience was a decline of around 35 per cent in 
earnings, as compared with the final quarter of 1936. 

Results for the fourth quarter, although reflecting 
sharp decline in business activity, constitute a very un- 
reliable guide as to probable earnings for the first quar- 
ter of this year. There are two reasons for this. On the 
one hand, business activity in the fourth quarter mea- 
sured 82.6 per cent of the 1923-1925 level, as measured 
by this publication’s per capita index, while at present 
the composite index is around 69. In other words, more 
than half of the first quarter has gone by with business 
volume substantially lower than it averaged during the 
final quarter of 1937. Unless there is a very early and 
sharp expansion in business, which appears improbable, 
first quarter profits— other things being equal — will 
average materially lower than in the quarter recently 





Companies Which Have Taken Unfavorable 
Dividend Action Include 


Acme Steel 
Libbey-Owens-Ford 
Phelps Dodge 
Kennecott Copper 


Timken Roller Bearing 
Nash-Kelvinator 
Pepperell Mfg. Co. 
Anaconda Wire & Cable 
Magma Copper Colgate Palmolive 
Celanese 

Zenith Radio 

Eaton Mfg. 
Harbison-Walker 
Allis Chalmers 

New York Air Brake 
Goodyear Tire 
Hecla Mining} 
Standard Brands 


Newmont Mining 

Noblitt Sparks 

Deere & Co. 

American Steel Foundries 
Atlas Powder 

Congoleum Nairn 
Reynolds Metals 
Bigelow-Sanford 

U.S. Pipe 





ended and first quarter losses will average larger than 
fourth quarter losses. 

On the other hand, fourth quarter results in quite a 
few instances were drastically affected by inventory ad- 
justments; and in cases where heavy losses have been 
taken in writing inventory down to December 31 mar- 
ket prices, first quarter profits—or losses—may make a 
more favorable showing than in the fourth quarter. Yet, 
despite exceptions of this kind, average first quarter 
profits, in comparison with a year ago, can be expected 
to make a dismal showing and to reflect probably the 
sharpest percentage shrinkage ever experienced in the 
space of one year. Such a result is generally expected 
and will surprise no one. It should not vitally affect 
market prices unless there is waning confidence in the 
prospect for a favorable turn in the earnings trend over 
a not too remote future—a matter beyond forecast at 
present. 

In striking contrast to the tendency of most com- 
panies to maintain dividends as long as possible in the 
depression which began in 1929, the inclination in recent 
weeks has been to make prompt downward adjustments 
in dividends. A partial list of companies which have 
reduced or omitted dividends is presented in a table 
with this article. It includes some which had good earn- 
ing power last year and which appear to be in a com- 
fortable position as to liquid resources. 

It should be remembered, however, that the signif- 
cance of quarterly dividend action has been distorted 
since the undistributed earnings tax was adopted. A 
great many companies are on virtually an interim divi- 
dend basis, so that dividend policy in the forepart of 
the year may have no relation to what will be distrib- 
uted for the full year. If this tax is retained and the 
business outlook remains doubtful, the net effect will 
be substantial reduction in total payments until com- 
panies near the tax deadline at the end either of the 
calendar year or of corporate fiscal years. 

Aside from earnings and dividends, interest in the 
1937 reports is centered largely in the matter of inven- 
tories, changes in liquid resources, bank loans, etc. In 4 
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majority of instances, inventories at the 
yearend proved to be substantially 
ger than a year ago and in some cases 
yere larger, indeed, than at the close of 
199. Also in a majority of instances 
joldings of cash or marketable securi- 
ies were lower than a year ago. Only 
in a minority of companies was there 
important expansion of bank loans. 

Accompanying this article is a tabu- 
tion of the inventory and cash posi- 
ion of thirty-three companies, showing 
omparative figures for 1937, 1936 and 
1999. Since numerous important com- 
panies, including the leading motor and 
steel manufacturers, have not yet issued 
their pamphlet reports, it must be em- 
phasized that this compilation does not 
necessarily represent an accurate picture 
for the average of all manufacturing 
industry. 

Indeed, there are so many exceptions 
oany generalization and so many valid 
rasons why the inventories of some 
ompanies should be larger than they 
were even in 1929, that, in the final 
ualysis, each company’s report should 
by all means be individually appraised 
by any person interested as stockholder 
or otherwise. 

For example, du Pont’s inventory 
would necessarily be much larger than 
at the close of 1929, since its 1937 vol- 
ume of business was substantially larger 
than in 1929. On a lesser scale, the same 
is true of cigarette companies, shoe 
manufacturers and merchandise enter- 
prises of the type of Woolworth and 
Kress. 

A moderate increase in 1937 inven- 
tories, as compared with 1936, is not an 
important factor for companies which 
doa relatively stable business and which 
are not subject to wide fluctuations in 
prices of their products or of the raw 
materials going into such products. 
The most serious inventory problem 
confronts the minority of companies 
which are subject both to sharp varia- 
tions in sales volume and to wide fluc- 
tuations in prices of raw materials. The 
rubber tire companies are notable ex- 
amples of this kind, and the experience 
of Goodyear is illuminating. Sales were 
16 per cent higher than in 1936 and for 
most of the year the company had an 
excellent profit margin—but the bot- 
tom fell out of the price of crude rub- 
ber and cotton also declined. Therefore 
Goodyear had to write down its inven- 
tory by $10,342,000. After taking that 
licking—which may be recouped in part 
if rubber and cotton rise in value this 
year—the (Please turn to page 673) 
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Inventories and Cash or Marketable Securities 


American Can 

American Brake Shoe... 
American Woolen..... 
American Chicle 

Caterpillar Tractor.......... 
*Case, J. 1 

Congoleum 

Continental Can 

Cluett, Peabody..... 
Deere &°Co. 


tDevoe & Raynolds...... 


*Firestone Tire... 

Flintkote 

Generel Clam. .iss .606 053. 
General Railway Signal 
Glidden 

Goodyear 

Hercules Powder. . 
Industrial Rayon 


tinternational Shoe 


Liggett & Myers 
Mohawk Carpet 
National Lead 
Pacific Mills... . 
Reynolds Tobacco 
Standard Brands... 
Swift & Co 


U. S. Gypsum 
*U. S. Leather. . 


Woolworth 


Year ended Oct. 31. 


r 


. Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


. . Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


Inventory 


Cash 


. Inventory 
Cash 


. . Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


. . Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


Inventory 
Case 


Inventory 


Cash 


. . Inventory 
Cash 


Inventory 
Cash 


Inventory 
Cash 


. Inventory 
Cash 


Inventory 


Cash 


Inventory 


Cash 


Inventory 


Cash 


Inventory 


Cash 


Inventory 
Cash 


Inventory 


Cash 


Inventory 
Cash 


Inventory 
Cash 
Inventory 
Cash 
Inventory 
Cash 


1937 
$40,930,000 
5,239,000 


5,506,000 
5,402,000 


22,066,000 
2,203,000 


3,025,000 
3,057,000 


22,769,000 
2,272,000 


14,745,000 
8,005,000 


9,345,000 
3,954,000 


39,445,000 
5,726,000 


9,149,000 
1,362,000 


23,903,000 
4,181,000 


4,230,000 
865,000 


63,472,000 
104,125,000 


21,539,000 
3,148,000 


52,314,000 
10,714,000 


2,331,000 
841,000 


12,920,000 
6,222,000 


1,732,000 
1,477,000 


11,778,000 
1,234,000 


73,987,000 
11,612,000 


9,436,000 
8,247,000 


2,092,000 
8,942,000 


32,651,000 
15,161,000 


14,106,000 
12,215,000 


133,765,000 
23,540,000 


11,304,000 
430,526 


22,085,000 
10,073,000 


14,614,000 
1,293,000 


138,168,000 
3,515,000 


22,903,000 
18,119,000 


109,295,000 
26,082,000 


7,364,000 
8,465,000 
10,074,000 
818,000 
45,562,000 
19,082,000 


Year ended Nov. 30. 


1936 
$31,757,000 
11,630,000 


4,302,000 
4,305,000 
33,566,000 
2,955,000 
1,898,000 
3,971,000 
16,670,000 
2,309,000 


13,184,000 
6,995,000 


6,570,000 
6,924,000 


25,080,000 
8,550,000 


6,290,000 
1,494,000 


18,101,000 
4,005,000 


3,439,000 
989,000 


50,547,000 
75,814,000 


18,271,000 
2,919,000 


43,762,000 
11,279,000 


1,868,000 
2,303,000 


13,801,000 
5,083,000 


1,632,000 
1,947,000 


10,106,000 
1,376,000 


75,693,000 
14,628,000 


7,955,000 
5,160,000 


698,000 
9,023,000 


28,132,000 
18,986,000 


13,126,000 
13,123,000 


121,200,000 
27,904,000 


8,148,000 
631,167 


20,781,000 
12,498,000 


16,053,000 
1,028,000 


114,854,000 
5,754,000 


24,801,000 
9,704,000 


105,064,000 
42,341,000 


5,682,000 
11,279,000 
8,941,000 
1,935,000 
44,241,000 
13,747,000 


1929 
$22,926,000 
21,973,000 


3,118,000 
7,490,000 


28,654,000 
11,900,000 


2,718,000 
757,000 


16,934,000 
1,612,000 


18,591,000 
1,390,000 


8,615,000 
10,150,000 


13,775,000 
16,025,000 


5,713,000 
1,049,000 


23,404,000 
6,468,000 
4,505,000 

503,000 


43,311,000 
36,000,000 


16,155,000 

2,484,000 
41,228,000 
30,039,000 


2,059,000 
1,880,000 
21,046,000 
2,369,000 
3,251,000 
5,348,000 


8,640,000 
747,000 


66,111,000 
41,625,000 


7,139,000 
6,681,000 


1,115,000 
5,209,000 
28,984,000 
27,768,000 
11,060,000 
5,224,000 
103,181,000 
21,057,000 


8,625,000 
771,000 


18,314,000 
9,399,000 


10,876,000 
6,091,000 


90,965,000 
37,000,000 


13,498,000 
31,964,000 


127,561,000 
41,062,000 


4,051,000 
6,148,000 
23,380,000 
1,395,000 
39,816,000 
6,455,000 




















Improving Business Seen for 
Machine Tool Builders 


The British rearmament program 
has benefited American tool build- 
ers both directly and 
Not only has Britain imported 
directly millions of dollars worth 
of our machines, waiving the 
duty thereon, but unable to fulfill 
the needs of her own customers the 
latter have been turning to us. 

Also to be taken into considera- 
tion now is the fact that the United 
Siates herself has joined the parade 
of countries which are struggling for 
armaments. It is reported that the 


Courtesy Lincoln Electric Co. 


indirectly. 


For Profit and Income 













machines in Government plants and 
arsenals are insufficient in quantity 
and in many instances are obsolete. 
Thus, a steady flow of Government 
orders should be coming into the 
machine tool industry on top of a 
strong export business and a heavy 
demand from the automobile in- 
dustry. 

The prospect of radical changes in 
automobile models to be introduced 
in November means considerable re- 
tooling and orders from the big mo- 
tor makers have begun to pick up. 

From the standpoint of the pros- 
pective stockholder not the least in- 
teresting feature of the situation is 





Radio Corporation's National Broadcasting builds new home for key station, WTAM, 
in Cleveland by extensive renovation of four floors of a 20-story office building 
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that participation in the machine 
tool industry may now be obtained 
for a great deal less than in the com- 
paratively recent past. The stocks 
of Bullard, Niles-Bement-Pond, Ex- 
Cell-O, National Acme and _ other 
tool companies are well below the 
highs of last year. 


re 


Radio Corp. 


Officially estimated that Radio 
Corp. would report a net profit of 
roughly $9,000,000 for 1937. This 
would represent an increase of 46% 
over the earnings of 1936 and, after 
making allowance for preferred divi- 
dends, works out at the equivalent 
of 411% cents a share on the out- 
standing common. For 1936 earn- 
ings were equal to 21 cents a share 
on the common. Radio, it will be 
remembered, not long ago paid a 
dividend of 20 cents—the first since 
its formation shortly after the end 
of the World War. 

From the technical standpoint 
there is always something new in the 
radio and television field, although 
it is frequently difficult, if not im 
possible, to gauge the commercial 
possibilities. Recently demonstrated 
as a production of the Radio Corp.'s 
organization was an apparatus for 
the facsimile reproduction of news- 
papers and photographs, transmis- 
sion being from central station with 
the receiving apparatus in the home 
or elsewhere. 

Marketwise, the company’s stock, 
still surrounded by some of the old 
speculative glamor, has been giving 
a fairly good account of itself under 
generally adverse circumstances. 
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The Processors of Corn 


As a result of the high 
prices that they were 
obliged to pay for the 1936 
em crop, both Corn Prod- 
yts Refining and Penick 

{ Ford had a hard time 

during the greater part of 

st year. For the first nine 
months the former earned 

the equivalent of $1.47 a 

share, compared with $2.78 

in the corresponding pre- 
vious period; while Penick 

{ Ford, whose “other in- 

come” is negligible relative 

to the “other income” of 

Corn Products, did hardly 

more than break even in 

the first nine months of 

1937. As soon as the new 

worm crop became avail- 

able however, matters 
took a sharp turn for the 
better and in the fourth 
| quarter both the compa- 
) nies undoubtedly operated 


well in the black. Cur- 
rently, the outlook for 
Com Products Refining 


‘and Penick & Ford is in 


contrast to the haze of un- 
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certainty which surrounds 
business in general. Be- 
cause of the lower price 
for corn, prices of manu- 
factured products have 
come down and there is 
now no longer the differ- 
ence in price which pro- 





American Gas & Electric . 


Wilson & Co. . 


Detroit Edison . 


Mack Trucks. . 


Pacific Gas & Electric . 





Developments in Companies Recently Discussed 


. . Officially esti- 
mated that earnings last year were equiv- 
alent to $2.56 a share of common, com- 
pared with $2.20 a share in 1936. President 
states that he is not particularly appre- 
hensive over the possibility that the con- 
stitutionality of the Public Utility Act will 
be upheld in the Electric Bond & Share case. 


. . Following unprofitable op- 
erations in November and December last 
year, this company made money during 
January. Although supplies of meat prod- 
ucts and prices therefor have become more 
normal, it is too early as yet to even guess 
how the packers will fare for the fiscal 
year which ends next October. 


Ludium Steel ... Announces the introduction 


of a new product, Ludlite, which consists 
of a thin sheet of stainless steel backed by 
a tough, fiexible, non-metallic material. It 
is suitable for counters, shelves, backs of 
sinks and in bathrooms and it is believed 
that a wide market exists. 


. . Although the company 
made a relatively good showing for last 
year with earnings equal to $7.41 a share 
of common stock, the seriousness of the 
current business recession was emphasized 
by the news that the company's industrial 
sales for the week ended February 5 were 
off more than 53% compared with a year 
ago, while for the week ended February 12 
the decline amounted to more than 47%. 


. Has introducd a new 112- 
to-2-ton truck having a chassis base price 
of $985 at the factory. Mack is now push- 
ing the policy of being heavily represented 
in the light and medium truck field. 


. . Federal Court of 
Appeals has just handed down a decision 
which holds in effect that it is perfectly 
legal for a municipality to levy taxes on 
a public utility and spend the money for a 


United Carbon . 


Western Union. . 


Owens-Illinois Glass .. . 


American Telephone & Telegraph . 


competing plant with which to put the tax- 
payer out of business. 


. Earnings equivalent to 
$5.90 a share of common were reported 
for last year—a new high record. In view 
of the current unsatisfactory price for car- 
bon black sold in the domestic market, 
stockholders should be gratified at the 
strides being made by the more stable 
natural gas division of the business. Last 
year out of total sales of $9,272,231, natu- 
ral gas accounted for $3,363,338. 


. Hearings are now being 
held before the Federal Communications 
Commission on the petition that telegraph 
companies be permitted to raise rates 
15%. We doubt, however, that higher 
rates will go very far towards solving the 
telegraph problem, for essentially it is one 
where new means of communication are 
forcing an old method to give ground. 


Reported earnings 
for last year equal to $3.51 a share of 
common stock, against $3.79 a share for 
1936. As is proving to be the case with 
the majority of companies, inventories 
were up—from about $14,000,000 to 
$19,000,000. 


. . Con- 
trary to some expectations the regular 
quarterly dividend of $2.25 a share was 
declared by this company February 16. 
Although stockholders undoubtedly will be 
pleased over the action taken, they should 
realize that there is still a possibility of 
the dividend being cut before very many 
quarters have elapsed: unless, of course, 
there should be a sudden turn about on 
the part of those who now exercise politi- 
cal pressure on the company. Incidentally, 
the Federal Communications Commission's 
report to Congress on A. T. & T. is expected 
before the middle of next month. It is 
something for which the company’s stock- 
holders will unquestionably watch. 
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Incidentally, these companies have 
been doing better during the pres- 
ent recession than one might have 
expected—owing, probably, to the 
manner in which heavy construction 
holds up... . £ Although it is being 
forecast that there will be no gen- 
eral wave of price cutting, automo- 
bile executives are not without their 
apprehensions on this subject. They 
note Hudson’s introduction of a car 
lower in price than the company 





has ever produced before; then there 
was the outright price reduction of 
$100 made by Packard; finally, there 
is the fact that each of the primary 
materials entering into an automo- 
bile is now lower in price. . . . The 
I. C. C. decision on the railroad’s 
plea for a 15% increase in freight 
rates will be handed down shortly 
after the first of the month. It is 
being said that an average increase 
(Please turn to page 678) 
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Stocks Whose Earnings 
Justify Higher Prices 


Selected by THE MAGAZINE OF WALL STREET STAFF 


Scott Paper Co. 


1937-38 Range Recent Price Total 1937 Dividends 
454-3412 a $1.70 


The Scott Paper Co. earned and paid substantial 
dividends throughout the last depression. That per- 
formance, together with continued capacity sales 
throughout the final quarter of 1937 when general busi- 
ness activity was rapidly declining, suggests that it will 
not be substantially affected by the present depression. 
That the issue is currently priced at 41, or only some four 
points under its 1937 high, with a yield of only 4.14 per 
cent on the basis of dividends paid last year, attests to 
the high regard in which it is held by those conserva- 
tively interested in safe return and prospect of possible 
moderate appreciation. 

The company manufactures tissue towels and toilet 
tissues which are marketed under the well-known trade 
names “ScotTissue,” “ScotTowels” and “Waldorf.” As 
need hardly be said, its field is the most stable branch 
of the paper industry. A stable market under condi- 
tions of general depression, however, does not necessarily 
make any equity a promising investment, for stability 
of this kind usually carries with it very limited growth 
possibilities. But for Scott it can be said that growth has 
been much faster than that of the total available market, 
which means that the company has greatly increased its 
share of the market. Thus, during the past decade its 
sales have more than doubled, whereas it is to be 
doubted that total use of paper tissues increases any 
faster than the average rate of population growth. 

Both sales and profits for the year recently ended 
recorded new all time highs; and repeatedly in recent 
years the company has had to increase its facilities. 
Funds were obtained for the latter purpose by stock 
financing early in 1936, and to carry out additional capi- 
tal expansion $4,000,000 was obtained in April, 1937, by 
sale of convertible debentures at the low rate of 314 per 
cent. On December 22 it was announced that new equip- 
ment had been put into operation at the company’s plant 
in Chester, Pa., increasing capacity by 16 per cent, and 
that the new machine would be operated 24 hours a day, 
as had been all other equipment throughout the year 
1937. Bookings through December continued to run 
ahead of production. 

The present company was incorporated in 1922 as a 
merger of Scott Paper, which had been formed in 1905, 
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and Chester Paper Co., formed in 1910. Capitalization 
consists simply of 570,000 common shares, preceded by 
$4,000,000 in debentures heretofore referred to. The lat- 
ter are convertible into common stock at $40 per shar 
and since the equity is now around that figure the numbe 
of outstanding shares will be gradually increased. Fo 
this and other reasons there is no prospect of dynami 
speculative gain in the stock over the early future. For 
the conservative purchaser, however, it offers consider. 
able longer term promise with much less than average 
risk. Financial position is secure, with cash holdings at 
the year end about double the level of a year ago and 
inventory substantially lower than a year ago. 


Bristol-Myers Co. 


Total 1937 Dividend 
$2.60 


1937-38 Range Recent Price 
47-28 30 

For the year recently ended preliminary report d 
Bristol-Myers showed net profit of $3.26 per common 
share, as compared with $3.31 for the preceding year. 
Contrary to the experience of most enterprises, the smal 
shrinkage in the year’s earnings was not experienced 
during the fourth quarter, for profit in that period was 
equal to 55 cents a share, against 41 cents in the final 
quarter of 1936. 

The company manufactures proprietary drugs, denti 
frices, cosmetics, etc., demand for which is such as to give 
all well established concerns in this field a considerable 
immunity to sharp fluctuations in volume. The bes 
known Bristol-Myers products include “Sal Hepatica,’ 
“Tpana” toothpaste and “Ingram’s” creams. The enter 
prise dates back to a partnership in 1887, was first incor- 
porated as Bristol-Myers in 1900, was merged with sev- 
eral other companies in 1929 to form Drug, Inc., and was 
reincorporated as separate enterprise in 1933 upon dis 
solution of Drug, Inc. Earning power over the past 
eight years has averaged $3.25 per share, with highest 
profit being $3.69 per share in 1931 and lowest being 
$2.82 a share in 1934. 

Before the Federal undistributed earnings tax was 
adopted, Bristol-Myers was paying a regular dividend 
of $2 a year plus extra of 40 cents, or total of $2.40. The 
latter rate, as well as total of $2.60 paid last year, appeal 
well within the company’s average earning power, ald 
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working capital position shown by the latest available 
falance sheet does not indicate necessity of departing 
fom a relatively liberal dividend policy. 

Should this year’s dividend payments equal 1937 total, 
the yield at recent price of 30 would be 8.6 per cent. 
should dividends be shaded to former total of $2.40, the 
veld would be 8 per cent, while even a $2 rate, repre- 
nting about 62 per cent of annual average earning 
power, would yield 6.6 per cent. All three of these vield 
figures are high enough to invite careful scrutiny. In 
our opinion, the explanation is not the element of risk 
involved, but, first, the static earnings prospect and, 
cond, the general lowering of stock market appraisals. 

There are times, however, when a stock of this kind 
can serve a definite investment purpose. The 1937-38 
range of 47-28 shows that it is not entirely devoid of 
possibilities of appreciation, given a turn-about in the 
gneral market. Return to the 1937 high would mean 
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The ha appreciation of more than 50 per cent, and return half- 
per ial way to the 1937 high would mean gain of 25 per cent. 
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Consolidated Aircraft Corp. 







Recent Price Total 1937 Dividends 
15 $0.50 


1937-38 Range 
3334-8 









Responding to the greatly accelerated expansion of 
aircraft forces in the United States and _ elsewhere 
throughout the world, sales and earnings of Consolidated 
Aircraft last year were the largest in the company’s 
history. The net profit in 1937 of $452,959 was equiva- 
lent, after deducting $70,748 dividends paid on the $3 
preferred stock, to 68 cents a share on 574,760 shares of 
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) 
Bcommon stock. This compared with $192,411, equal to 
port OH 99 cents a share on the 574,400 common shares in 1936. 
ommot # The company’s total deliveries last year amounted to 
8 yea. B about $12,000,000; new business booked totaled $7.800,- 
54 small F009; and unfilled orders at the beginning of 1938 were 
rienced B about $14,000,000. Of the latter figure, $12,500,000 was 
od was contributed by Navy contracts, while the balance was 
e final B made up of commercial and export orders. 
Ae. Consolidated Aircraft Corp. engages in the develop- 
dent ment, design and manufacture of various types of air- 
Lo git B craft for military and naval use, as well as for com- 
eral mercial purposes. Some measure of the company’s 
. best success in development projects is indicated by the 
tica, BF substantial orders which it has received for flying boats 
enter B for the United States Navy. Last year, Consolidated 
incor B delivered 88 PBY flying boats to the Navy, together 
: SB with spares equivalent to 17 additional boats. In com- 
. Py mon with the majority of leading aircraft manufacturers, 
a heavy development expenses have had a _ restricting 
Rie effect upon the company’s earnings. With demand, 
ein however, promising to enjoy further expansion, develop- 
ment costs should be more readily absorbed. It is the 
a company’s policy to not take profits on contracts until 
dend they have been substantially completed. As a conse- 
“The quence, earnings last year did not reflect the profits 
es which will be realized on contracts for 209 PBY air- 
a planes and parts for the U. S. Navy. It is probable, 
however, that these profits will be available this year. 
REET 
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Preceded by only 23,888 shares of $3 preferred stock, 
Consolidated Aircraft common shares would appear to 
possess the accredited merits of a promising speculative 
vehicle. Last year, the company paid a dividend of 
50 cents a share on the common stock and on the basis 
of the current prospect for enlarged earnings, further 
dividends appear to be a reasonable expectation. Cur- 
rently quoted around 15, the shares, among low priced 
issues, would appear to invite favorable consideration. 





American Brake Shoe & Foundry Co. 


Total 1937 Dividends 
$3.40 


Recent Price 
36 


1937-38 Range 
8034-28 


There is much to be said for American Brake Shoe as a 
speculation, provided commitment be advantageous}, 
timed. The wide 1937-1938 price range shown in the 
table above indicates dynamic swing possibilities for 
either short or longer term. The company operates in 
a “prince and pauper” field and is, of course. subject to 
sharp fluctuation in volume and earnings. Down 44 
points from the bull market high, the stock would seem 
to have discounted a goodly part of the shrinkage of 
profits now under way. 

Net per share last year was $4.01, against $2.95 in 
1936. Fourth quarter profit was 72 cents a share or 
well under rate of the first nine months of the year. 
Even so, final quarter earnings apparently were made 
possible largely by shipments against backlog of earlier 
bookings and cannot be assumed to reflect earning power 
on current business. On the other hand, in marked con- 
trast with most other railroad equipment enterprises. 
Brake Shoe showed some earning power throughout the 
last depression, with the exception of the year 1932. 
when loss was confined to 67 cents a share. Some divi- 
dend was paid in each year of the depression. 

Primary reason for the company’s good showing is 
that it is by no means wholly dependent on original 
railroad equipment. It does a large replacement busi- 
ness in such items as brake shoes, car wheels, castings. 
forgings, etc.; and it also has a large market in the auto- 
mobile industry for brake lining, brake shoes, fan belts 
and other automobile equipment. The results of this 
diversification are strikingly shown in the fact that net 
profit last year exceeded that of any year in the 1925- 
1929 period, despite absence of any proportionate re- 
covery in the field of primary railroad equipment. 

Capitalization consists of 54,633 shares of 514 per cent 
preferred stock and 769,092 shares of common. The 
company raised $3,446,000 early last year through stock 
financing, proceeds being used for betterments and addi- 
tion to working capital. Balance sheet recently issued 
shows strong financial position. Current assets, includ- 
ing cash items of $5,403,556, amount to $13,634,588. 
against current liabilities of only $2,060,664. Inventories 
of $5,506,386 shown at the year-end represented a mod- 
erate increase, as necessitated by the substantially 
increased volume of business handled during the year. 

Largely under the compulsion of the undistributed 
earnings tax, the company paid $3.40 in dividends last 
year. Whether or not this tax is revised, the manage- 
ment has already announced it will return to a conserva- 
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tive dividend policy, as is proper and wise in an enter- 
prise subject to wide variations in sales and earnings. 
Thus, what it will distribute this year is anyone’s guess, 
but probably less than half of what was paid in 1937. 
Brake Shoe common is an attractive stock for the indi- 
vidual seeking potentiality of broad longer term appre- 
ciation. Whether it has seen its bear market low, how- 
ever, remains conjectural. Purchases of this or other 
stocks analyzed in our pages at present should be made 
only when advised in the general market outlook article 


of A. T. Miller. 





Owens-Illinois Glass Company 


1937-38 Range Recent Price 
103 34-481/2 55 


Total 1937 Dividends 
$3.25 


Owens-Illinois Glass Co. is the largest manufacturer 
of bottles in the United States. Moreover, an outstand- 
ingly progressive organization, the company is identified 
with practically all of the newest uses to which glass is 
being applied. Output includes not only all manner of 
glass commercial containers, but a wide variety of ser- 
vice glasses, milk bottles, glass insulators, glass building 
blocks and glass fibre—the latter product, although of 
comparatively recent commercial value, has demon- 
strated its practicability for a myriad of uses. Owens- 
Illinois Glass also engages in the manufacture of tin con- 
tainers and tin novelties and a diversified variety of 
plastic closures. The company’s share of the liquor- 
bottle market is estimated to be about 45 per cent, and 
the products of Owens-Illinois are reputed to account 
for about 40 per cent of all bottles used in the United 
States. At the most, the combined output of beer and 
liquor bottles, however, probably accounts for no more 
than a third of the total sales of all glass containers. 
while beer bottles are estimated to account for only 5 
per cent. The company has had an enviable record of 
profits, year in and year out—years of depression and 
years of prosperity—and an uninterrupted succession of 
dividends dating back to its formation in 1907. 

The company’s 1937 report disclosed net income of 
$9,351,627, including $1,055.972 cash received from the 
sale of patent rights and licenses. After provision of 
$100,057 for surtax on undistributed profits, net was 
equal to $3.51 a share on 2,661,204 shares of capital stock. 
Last year’s showing compared with net income of $10.- 
099,131, including cash of $1,057,500 received from the 
sale of patent rights, or the equivalent of $3.79 per share 
on the numer of shares now outstanding. The company 
operates on a relatively low margin of profit and last 
year, despite an increase of nearly $13,000,000 in sales, 
increased costs and a slump in demand in the final quar- 
ter militated against a more favorable showing. Costs 
from this point on will doubtless be subject to some 
modification and with the strong probability that con- 
sumption of the company’s products will be sustained at 
a relatively high level in the months ahead, it is not an 
unlikely assumption that earnings, even at the current 
depressed rate of general business. are running at a rate 
better than $3 a share. 

Recently the company declared a 25c quarterly divi- 
dend, representing approximately the undistributed 
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balance of 1937 net income. Subsequent dividends 
however, are likely to be on a more liberal basis. Finan. 
cial position is excellent. The shares, at 55, offer reason. 
able assurance of good earning power, plus the likel. 
hood of profitable price appreciation. 





Jewel Tea Co., Inc. 


Total 1937 Dividend; 
$4.75 


1937-38 Range Recent Price 
87/2 -46'/4 51 
Few companies can boast of a better record than 

Jewel Tea. It came through the depression 1930-1933 
unscathed and in no year did stockholders receive divi- 
dends which totalled less than $3 a share. An interesting 
illustration of the length to which fear will go is afforded 
by the fact that in 1982 the company’s stock sold down 
to $15 a share, while dividends amounting to $4 wer 
paid during the year and the disbursements were almost 
covered by the vear’s earnings. 

Between 1933 and 1936 Jewel Tea’s profits underwent 
steady expansion and dividends paid stockholders were 
raised accordingly. The report for 1937, showing ear- 
ings equivalent to $5.19 a share of common was some 
what poorer than the $6.41 a share reported for the 
previous year, although it is partly accounted for by th 
fact that there were 52 weeks in the later period against 
53 weeks in the 1936 fiscal year. 
distributor of coffee, tea and_ other 
staple groceries. For the most part the distribution is 
effected by means of motor routes, of which the com- 
pany operates between 1,500 and 1,600, serving some 
6,000 communities in forty-three states and the District 
of Columbia. In addition, more than 100. self-serviee 
food stores are operated in the Chicago district. Jewel 
Tea blends, roasts and packs all its own coffee and car 
ries on a number of other operations of a manufacturing 
nature. Products are sold under the company’s own 
brand names and a laboratory is maintained in charge of 
skilled chemists and home economists. 

The success which Jewel Tea has made in a highly 
competitive field may properly be attributed to. th 
aggressive merchandising policies followed by the comm 
pa 1y’s management. Business is stimulated by giving 
to customers premiums, usually household goods, with 
their first purchase of groceries and then subsequent 
purchases result in credits against the premium until 
eventually it is paid for. Other sales efforts include the 
distribution of a magazine, and cooking demonstrations 
Internally the organization is maintained at a high piteh 
of competitive keenness by numerous special benefits 
and commissions, advantageous stock purchase plan: 
and the encouragement given employees to stay and rise 
with the company. 

The capitalization of the Jewel Tea Co. consists solely 
of 280,000 shares of common stock of no par value. Al: 
though it is not one of which there can be expected sensa- 
tional market appreciation, it offers a high yield well 
protected by earning power. The company has demot- 
strated an ability to weather worse times than those 
through which we are now passing and, despite mounting 
taxes and other adverse developments, there is ever 
reason to suppose that further progress will be made 
with any encouragement from outside developments. 


Jewel Tea is a 
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Outlook Brightens for 


Rubber Companies 


Goodyear and U. S. Rubber Are Favored 


BY PHILIP DOBBS 


said of the rubber maunu- 
facturing industry: it never lacks for the sensational. 
Perhaps it will be a rip-snorting price war between tire 
dealers in a certain locality. Or it may be that labor in 
nbber plants has devised an improved technique in sit- 
down strikes. Then, of course, there are the numerous 
xeasions When the news is constructive—a tire whose 
life has been increased twenty per cent, a battery good 
for the life of the car, possibly a new style rubber-lined 
tank for corrosive chemicals which will pay for itself in 
no time at all. 

Currently, the barrage of conflicting developments is 


no less pronounced than it usually is in the rubber 


industry. If there is any meaning to precedent, how- 
ever, it may well be worth while to attempt an appraisal 
of the situation, for a lot of money has been made—and 
lost—in the securities of rubber companies. Among the 
more important considerations at the present time will 
be the possible consequences of the recession in general 
business, whether it will be possible to hold the price of 
rubber manufactures in the face of a sharp decline in 
raw materials and in the face of the widespread pressure 
which is being exerted upon prices as a whole and, 
finally, whether a troubled labor situation has indeed 
improved. 

Automobile tires, divided into original equipment and 
replacements, represent the most important single phase 
of the rubber manufacturing business. Because of the 
recession, in which a let-down in automobile production 
has played a prominent part, it is clear that the prospect 
for the original equipment division is not a particularly 
bright one. It is too early to do more than guess, but 
supposing that automobile output this year is twenty- 
live per cent under 1937, it will cut the original equip 
ment demand for tires by approximately six and a quar- 
ter million casings, allowing five tires to a vehicle. 

It might be noted in passing that such a development 
would bear with relatively greater weight upon the big 
companies, Goodyear, Goodrich, Firestone and United 
States Rubber, than upon the smaller units like Lee and 
General. This is because the original equipment busi- 
hess is concentrated practically in its entirety among the 
large companies, while the smaller companies bend their 
efforts towards obtaining a greater share of the replace- 
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ment market. However, original equipment is quite the 
least profitable of the two divisions. 

While the recession has dimmed to some extent the 
outlook for replacements, there is still a good chance 
that there will be more replacement tires sold this vear 
than were sold in 1937. Automobile registrations are at 
an all-time high record and approach the thirty million 
mark. Now it may be that the decline in business has 
deterred many from buying a new car, but it can hardly 
have as strong an effect upon the proper maintenance of 
cars already bought. Moreover, an increasing number 
of states have made periodic inspection of automobiles 
compulsory and this—certainly over the longer term— 
should make for quicker tire renewals and have an im- 
portant bearing upon the replacement market. 

For last year the Rubber Manufacturers’ Association 


places shipments of casings (Please turn to page 670) 
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Profit Possibilities in 


Early Maturing Speculative Bonds | 


BY J. S. WILLIAMS 


‘ae man who is not averse to a considerable degree of | of Missouri issues, they enjoy reasonably active marke 
speculation in his security-buying, and yet prefers at The International Telephone & Telegraph Co. earg 
least a part of his list to consist of bonds, is faced with a__ its interest charges just short of twice in the first mj 
difficult problem today. Although the choice of com- months of 1937, compared with less than one and @ 
pany and issue may turn out to be excellent, the fact half times a year earlier. Financial position has ij 
that the bond is fixed as to income and principal brings proved despite the disturbances in Spain and China, 4 
other factors into the situation. Any form of inflation The Laclede Gas Light Co. has lost an important ral 
will damage the purchasing power of the income, and an case, but the position of the bonds remains good if grog 
altered dollar some years hence when the principal comes revenues exhibit moderate stability. Earnings in 
due may entirely change the value of that payment. The twelve months to September 30th covered intergg 
only way to confine the risk on a medium grade bond charges 1.27 times against 0.92 coverage in the previoil 
strictly to the elements affecting that particular security twelve months. j 
is to choose one which matures within a relatively short Interest charges of the Manila Railroad’s first mort 
time, and even in such cases there is a possibility that gage 4s are guaranteed by the Philippine Government 
the owner will be forced to accept an extension of the but not the principal. Some $8,500,000 of the isstl 
maturity. maturing in 1939 are already owned by governmefi 
Present unsettled markets make available a number agencies, however. Charges were covered 0.68 times® 
of bonds of medium to good grade, maturing within 1936, and the early part of 1937 saw a gain of 33 p@ 
eighteen months, listed on the New York Stock Ex- cent in freight traffic. j 
change, and selling in the 60-90 price range. The eight The Nickel Plate (N. Y., Chicago & St. Louis) earng 
listed here are all paying interest currently and are con- _ its fixed charges 1.36 times in the eleven months end 
sidered of “B” grade or better by rating services. With with November, compared with 1.39 times a yell 
the exception of the Manila R.R., and the Pacific R.R. earlier. These notes have (Please turn to page 67%) 





Examples of Nearby Maturities 


1937-8 Recent Amount 
Rate Due Price Range Price Income Outstanding © 





tionab Telephone & Telegraph Co. 414% Jan. 11,1939 94%4-74 8614 5.20% 37,700,000 = 
Convertible debentures 


Laclede Gas Light Co.... $% 1, 1939 101-841, 85 5.88 10,000,000 a 
Ref. & Ext. 1st 4 

Manila R. R. (Southern Lines). 4% 1939 90-821/, 40,585,000 
1st mortgage 

N. Y., Chicago & St. Louis R. R. 6% "i 1938  10034-57 95,000,000 
Notes 


Pacific R. R. of Missouri . 1, 1938 1024-78 é 7,000,000 
1st Extended 


Pacific R. R. of Missouri : Te 1938 1021-70 F 2,600,000 — 
2nd Extended S. F. 4 


1938 9534-70 ; 7,300,000 4 
Mobile & Ohio Collateral 


Werner Bros. Pictures : is 1939 10014-70 S 29,400,000 
Convertible debentures 
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BUSINESS ACTIVITY HIGHLIGHTS 


M. W. S. Index (per capita basis) 

INDUSTRY — Industrial recovery still 
hampered by foreign and domestic 
political uncertainties and by bur- 
densome raw material inventories. 
Despairing of spontaneous natural 
upturn, Administration may soon try 
some new shot in the arm. 


TRADE — Wholesale trade somewhat 
improved. Variety stores sales 
above last year. Other retail vol- 
ume off moderately; but expected 
to sag further. 


COMMODITIES— After recovering 
slightly from mid-February lows, 
prices of leading raw materials de- 
clined moderately reflecting skepti- 
cism over President Roosevelt's "yes 
and no" views of prevailing price 
level. 


MONEY AND CREDIT — Suspension 
of gold sterilization only mildly in- 
flationary. R. F.C. resumes loans to 
business and industry. Bank credit 
contraction halted. 


ailure of business to pick up after the turn ee, ee ee 
“the your, a populoly expacted, may SUPPLY & DEMAND 


of the year, as popularly expected, may be 
charged to continuing uncertainty over the (Production and Consumption) 
foreign and domestic political outlook and, T 
probably in even greater measure, to large in- | 
ventories in heavy goods lines which are still | 
instrumental in depressing prices. There can | 
be little incentive for private business to risk a 
extensive forward commitments so long as war nhs 
fears overhang the industrial world, so long as 
domestic business is threatened by unpredict- 
able changes in the rules to which it must con- 
form, and so long as declining prices bring in- 
ventory losses and hold forth the promise that 
goods may yet be acquired even cheaper. If, 
as currently reported, diplomatic conversations 
abroad are to ead before long to a halt in the 
mad armament race, there would be a transi- 
tional period of receding business activity in 
Europe which might delay our own recovery. 
Should negotiations fail, then the ultimate out- 
come could only be war or bankruptcy abroad. 
In such a setting capital has reason to be timid. | 
eee | 
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In spite of huge armament activity abroad, | | rT 

unemployment in Great Britain is increasing | | 
noticeably and last month amounted to nearly = 
8°, more than in January of 1937. English | | 


business men fear that our own depression will | SOURCE ECOWE, 
JFMAMJJASONDIJFMAMJJASOND 
(Please turn to next page) ee | ins 
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Business 


and 


Industry 





Latest 
Month 


Previous 


Month 


Last 
Year 


PRESENT POSITION AND panies 








INDUSTRIAL PRODUCTION (6b) 


World 











Housing 

Clothing 

Fuel and Light 

Sundries. . ee a 
Purchasing value of dollar 





NATIONAL INCOME (e).. 
NON-AGRICULTURAL IN-| 
COME (e) ee! 
CASH FARM INCOME; 

Farm Marketing. . 


Including Gov't Poyments.. 
Estimated for year 1937. 





FACTORY EMPLOYMENT (f) 
Durable Goods 
Non-durable goods 


—}- 


1937 





FACTORY PAYROLLS (f)... 
(not adjusted) 





RETAIL TRADE 
Department Store Sales (f) 
Chain Store Sales (g) 
Variety Store Sales (s).......... 
Mail Order Salest............. 
Retail Prices (s) 





FOREIGN TRADE 
Merchandise Imports 
Cumulative year's — ore 
Exportst. . 

Cumulative | year’ 's totelt. . 








RAILROAD EARNINGS 
Total Operating Revenues * 
Total Oper. Expenditures*...... 


Net Rwy. Operating Income*.. . | 
Operating Ratio % 
Rate of Return he 





BUILDING Diane hassle (a) 


Residential t 

Public Works and Utility t 
Non-Residential f 
Publicly Financedf. 
Privately Financedt. 





Building Permits (c) 
214 Citiest 
New York City 
JOST OR SS es a 


Jan. 
Jan. 


Feb. | 1 


Dec. 
1937 
Dec. 


...1 1937 


99.5 
76.2 
106.3 
117.8 
80.3 
122.9 


80. 0.1(pl) 


105.6 
80.8 
113.4 
119.4 
80.3 
123.4 


107.8 
109.8 
102.8 
116.7 

78.7 
114.0 





87.5 
82.0 
88.2 
76.7 
86.3 
97.6 
114.3 





$67,534(pl) 


90(pl) 
106.7 
109 
$51.5 

92.4 


$208.9 
3,084.1 

319.8 
3,347.7 


1937 $4,166,068 


1937 
1937 
1937 
1937 
1937 


Jan. 
Jan. 





Engineering Contracts (En)t.. 





3,119,064 
325,689 
590,181 

74.87 
2.27 


$195.5 
36.2 
48.5 
57.5 
120.8 
64.6 


$40.8 
106.0 
146.8 


$190.2 


$4,051,196 


$209.5 
43.5 
le A 
101.2 
115.1 
94.4 


$44.0 
74.8 
118.8 


$199.0 


2,930,170 
319,701 
667,174 

72.33 
257 


$242.7 
78.4 
21.2 
96.3 
112.2 
130.5 


$55.9 
12.6 
68.5 


$173.1, 


245.0 


223.5 





(Continued from page 655) 


spread to Europe. If so, a depression abroad would 
in turn add to our own troubles through a further 
decline in world prices and a falling off in our ex. 
ports which last year increased nearly 37% over 
1936. 


* * . 


National income paid out last year according 
to Department of Commerce estimates was approx- 
imately $67,500,000,000 (about $525 per cap. 
ita), an increase of 8.2% over 1936. Agricultural 
production on a quantity basis last year was the 
heaviest on record, and nearly 14% ahead of 
1936. According to the latest available reports, 
raw material prices now average 23% lower 
than a year ago, wholesale prices are down 
6%, while retail prices are off fractionally. 


* x + 


Department store sales throughout the 
country during January were only 4% below the 
corresponding month of 1937, and the spread 
has narrowed thus far in February. Chain store 
sales last month were off only 2.2%. Oving 
to lower prices and the trend toward less expensive 
merchandise, grocery sales are currently running 
about 5% under a year ago in dollar value; though 
practically unchanged on a tonnage basis. Sev- 
eral retail store organizations report that the stores 
are having a little more trouble with collections, 
particularly on credits in luxury and semi-luxury 


lines. 
* > 


Railroads. The |. C. C. is expected to pro- 
pose the creation of a new ‘Transportation Board” 
with wide discretionary powers to devise and 
carry out a permanent plan for rehabilitation of 
the railroads. Chairman Jesse Jones of R.F.C. esti- 
mates that not more than two-thirds of the 15% 
rate increase sought could be realized, even if 
fully granted by the I. C. C.; since competition 
prevents higher tariffs on a number of classifica- 
tions. Revenues for January and February will 
make somewhat better comparisons with 1937 
and 1936 when extensive floods reduced gross 
and added to costs. . 


* * * 


Construction Contracts, owing to severe de- 
clines in residential and non-residential building, 
awarded during January in 37 states east of the 
Rockies fell 19% beneath the like month of 1937. 
Public works contracts, however, gained 15%, 
while public utility projects were more than 
doubled. In some lines quoted prices for build- 
ing materials are nominally high, but substantial 
concessions could be had on firm bids. A similar 
situation applies to labor, especially outside the 
large cities; so that certain types of buildings in 
centers of smaller population can now be erected 
for around 60% of the cost a year ago. Real es- 
tate prices, on the other hand, have declined little 
during the past year. The proposal to spend 
billions on self-liquidating transcontinental high- 
ways would, if carried out, be a great boon to the 
cement industry. 








CONSTRUCTION COST INDEX 
( 243.9 


———— 
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Previous 


Month 


Latest 
Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 





Date 





Jan. 
Jan. 
Jan. 


Ingot Production in tons*... 
. Pig Iron Production in tons*. 
Shipments, U. S. Steel i in tons*. ; 


AUTOMOBILES 
Production, U. S. & Canada 


Passenger Cars...... 


ee 37) 

1937 
..| 1937 
; | 1937 


Total Production. . . 
Total Retail Sales ).. 
PAPER (Mewepriet) 
Production, U. S. & Canada * (tons). | 
Shipments, U. S. & Canada * 28 | 
Stocks, U. S. & Canada* (tons). . 


Jan. 
Jan. 
Jan. 
INVENTORIES (f) 

Manufactured Goods 

Raw Materials...... 

Dept. Store Stocks. . 


Dec. 
Dec. 
Dec. 
GENERAL 

Machine Tool Orders (f). 
Railway Equipment Orders 

Locomotive. . 

Freight Cars. . 

Rails (tons)...... 
Cigarette Production{..... Sine Jan. 
Bituminous Coal Production * (tons).| Jan. 
Portland Cement Shipments (bbls.)* Dec. 
Boot and Shoe Production Prs. * Dec. 


COMMERCIAL FAILURES (c).. 


Jan 
Jan 


Jan. 
Jan 


Jan 


4,068,494 


5,016,565 
4,102,001 


1,732.3 
1,429.1 
518.3 


1,472.0 
1,490.3 
489.0 


948,071 pee 


295.0 
221.9 
132.3 


394.4 
49.7 


114 
196 
76 


114 
196 
73 


118.4 142.7 
9 1 

25 275 
65,550 100,420 
13,058 12,611 
30,173(pl) 36,226 
4,780 8,188 
21,041 


4,124.9 
3,115.0 


3,797,897 


818,377 


4,616,274 


367.7 
383.3 


ey a 


108 
150 
71 


200.3 


46 
10,881 
39,200 
13,436 
40,940 

6,246 


33,380 


1,150.0 







| 
| 


| 





Automobiles. Recent signs of a break-up in 
the used car jam are leading to hopes that dealer 
working capital may be released enough to revive 
new car sales in the not distant future; though 
public demand during the first three quarters is 
likely to be held back by recent reports of prep- 
arations for extensive model changes in time for the 
National Automobile Show, which is scheduled 
to open this year on Armistice Day. Nov. 11, 
two weeks later than last year. 


* * * 


Machine tool orders in January declined 
17% from December to a level 41% below Janu- 
ary, 1937, reflecting the business depression in 
this country and an approach toward completion 
of re-tooling programs for armament purposes 
abroad. Foreign orders were still 70% above a 
year ago, but domestic business was off 72%. 
The industry will soon benefit by large orders 
from the automotive industry to carry out extensive 
model changes, and from the Government's ship- 
building program. 


” bd « 


Shoe buying, though somewhat better than 
during the closing months of 1937, is still disap- 
pointing, and plants are operating at around 55% 
of capacity. Inventories are no longer excessive; 
but falling hide prices offer little incentive to for- 
ward buying. 








WEEKLY INDICATORS 





Previous 


Week _ Week 


Year 








TRANSPORTATION 
Carloadings, total... ... 

Grain... tana 

Coal and ‘Coke. * eae 

Forest Products. . 
Manufacturing & Miscellaneous 
GR ES 
STEEL PRICES 

Pig Iron $ per ton (m) 
Scrap $ per ton (m). . 
Finished ¢ per Ib. (on). 
‘STEEL OPERATIONS 
th of Capacity (m). 
CAPITAL Goops rl 


(m)......... er. 


PETROLEUM 
Average Daily Production bbls. * 
Crude Runs to Stills Avge. bbls. * 
Total Gasoline Stocks bbls. * 
Gas and Fuel Oil Stocks bbls. *.. . .| 
Crude—Mid-Cont. $ per bbl. ..... | 
Crude—Pennsylvania $ per bbl... .| 
Gasoline—Refinery $ per gal. 


pag 
; a 
Se fy’ 4 
FAg 
Feb. 21 
Feb. 21 
Feb. 21 


.061/-.07 


2,052 


543 
32 
113 
27 
205 
147 


23.25 
13.83 
2.605 


31.0 


56.0 


3,325 
3,150 
87,813 
119,293 
1.27 
1.93 


3,316 
3,155 
86,484 
118,619 
1.27 
1.93 
.063%4-.07 


86.7 


3,286 
3,035 
74,415 
100,829 
1.27 
2.10 


.063%4-.07 





PRESENT POSITION AND CORE 





Electric power output continues to run about 
6% under last year, and little improvement can 
be looked for until industrial activity picks up. 
Meanwhile Secretary Ickes speeds up the Federal 
program to finance 61 municipal power projects. 


* * * 


Steel. The recent reduction of $4 a ton in 
steel sheet prices, while maintaining hourly wage 
rates, is a temporary experiment in line with Ad- 
ministration suggestions. Thus far the only effect 
has been to encourage consumers to expect other 
price reductions, and naturaliy no rush of orders 
has materialized.Other steel prices have been re- 
affirmed for the second quarter. Most companies 
are now in the red. 


* * * 


Petroleum. Oklahoma has joined Texas in 
reducing crude allowables for February, so that 
production during the past fortnight was only 
2.5% ahead of last year, with Texas and Okla- 
homa reporting decreases of 6% and 14%, re- 
spectively. Gasoline inventories continue to 
rise, however, and most of the small independent 
refineries in the East Texas field have closed for 
lack of a market. First quarter refinery profits will 
probably be under last year. 








t—Millions. *—Thousands. 
1923—100. 


100. (k}—F. W. Dodge Corp. (m)—lron Age. 





(a)—Estimated. 
(e)—Dept. of Agric., 1924-29100. (f)—1923-25—100. 
(n)—1926—100. (p)—R. L. Polk & Co.'s Estimate. 
Index, Dec. 1930—100. (w)—Ward's Estimate. (En)—Engineering News Record. 


(b)—Avnnalist Index 1928—100. 


(c)—Dun & Bradstreet’s 
(g)—Chain Store Age 1929-31—100. 


(d)—Nat. Ind. Conf. Bd. 
(h)—U.S.B.L.S. 1926— 


(pl)—Preliminary. (s)——Fairchild 





FEBRUARY 26, 1938 











President Roosevelt's statement to the effect that the 
prices of many raw materials are too low may be endorsed 
for its truthfulness. It also carried the implication that the 
Government may undertake steps to bring prices into better 
But aside from domestic farm prices, the ability 
of the Government to carry out the President's ideas, with- 


balance. 


Trend of Commodities 


out the assistance of the fundamental factors of supply and 
demand must remain open to question. Prices, which prior 
to the President's statement had recovered moderately from 
their mid-February lows, weakened as attention once again 
centered on the business prospect. Firm, rather than sharply 
higher prices, may rule over the next several months. 





(U.S. DEPT. OF LABOR'S 7184 COMMODITIES INDEX 1996 ~ 100) 


| 


‘24 


Farm Products 


Foods 

Hides and leather 
Textiles 

Fuel and Lighting 


WHOLESALE PRICES 


(LONG TERM TREND) 


(M.W.S. INDEX 1923-25=100) 


J M 


down 0.7 
down 1.4 
down 0.7 
down 0.7 

up 0.3 


Metals. . 
Building material 
Chemical 
Housefurnishings 


| | | | 


RAW 
SPOT PRIC 


M 


Changes in Major Commodity Price Group for the Fortnight Ended February 12, 1938 


MATERIAL 


J J 
1937 19 


down 0.1 
down 0.6 
down 0.3 
” down 1.0 


96.2 
91.2 
78.9 
89.7 














Net 
Change 


Latest Previous 


Date Wk. orMo. Wk. or Mo. 





PRESENT POSITION AND OUTLOOK 








COTTON 
| Price cents per pound, closing 
March.. , 
April... 
Spot. .. 
(In bales 000's) 
Visible Supply, World 
Takings, World, wk. end 
Total Takings, season to 
Consumption, U. S 
Exports, wk. end. ... 
Total Exports, season to 
Government Crop Est. (final) 
Active Spindles (000's) 
| WHEAT 
Price $ per bu. Chi. closing 
May 


Spot (No. 2 Red c. i. f.) N. Y 
Exports bu. (000's) wk. end.. 
Visible Supply bu. (000's) as of 
Gov't Crop Est. bu. (000's) 


CORN 
Price cents per bu. Chi. closing 
May. 


Spot (No. 2 Yellow N. Y.) 


Visible Supply (bu. 000's) as of < 


Gov't Crop Est. (bu. 000's) 


8.71 
8.76 
8.81 


+.29 
+.29 
+.29 


7.533(d) +1,701 
403 98 
13,273(d) --2,531 

433 678(d) 
78 +46 
3,706(d) +436 
12,399(d) +6,347 
24,400(d) —-2,073 


. 21 
ee 
, 21 


92Ye 

8814 
1.101% 
. 12 3,079 
12 65,000 
.17 873,993 


905(d) +2,174 
43,482(d) +91,518 
626,766(d) +47,297 


None 
61.0 +¥g 
Feb. 21 73% 75.0 1, 
Feb. 12 37,652 13,205(d) +24,447 
Dec. 172,644,995 1,507,089(d) +-1,137,906 


Feb. 
Feb. 


21 59%, 


21 


59%, 
613% 


Cotton market is now free to consider adminis- 
tration of Farm bill; terms under which Commodity 
Credit Corporation shall acquire loan cotton and 
conditions of sale later. 
bullish. 
present effect; that there will be no great further 


movement into the loan. Bill carries vast implica- 
tions in its acreage and marketing contro!s. Proces- 


sing taxes will come very soon. 


* * om 


Wheat exports reflect the attitude of necessi- | 


tous buyers; every talking point emphasized 


against our dominant position. News of purchases | 
of Australian grain, really non-competitive on | 





Interpretation has been | 
Best opinion is market has discounted. | 


quality basis; talk of a too-heavy carry-over; all | 


to talk the market down. 
continues the biggest buyer. 


* a . 


Meanwhile Liverpool | 


Corn is moving to foreign markets in larger vol- | 
ume; to the United Kingdom, the Continent and | 


Scandinavia. Scanty Argentine clearances and 
news of late crop damage there have given sup- 
port to corn prices. Some lowa corn is going into 
the government loan but no great volume. The 
trade feels bullish. 
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Latest Previ 
Siig: We as ota Oe ct: Peal PRESENT POSITION AND OUTLOOK 
l 
COPPER | Copper prices abroad, responding to renewed 
el Price cents per Ib. | demand, have displayed a stronger tone. Domestic 
P ae and SMe ae 10.0 10.0 None | buyers, however, are more concerned over reduc- 
ich BEE CBP rotary cao a-n's oho. abe Feb. 21 10.10 9.55 +.55 | ing inventories and the general business prospect. 
tely i Refined Prod., Domestic (tons). . Jan 70,487 60,463 68,100(d)} Knowing the demonstrated tendency of smelters 
Ce again Refined Del., Domestic (tons)... .. Jan 24,881 18,660 82,400(d)} to cut prices when overloaded, domestic con- 
n n sherpl Refined Stocks, Domestic (tons)....} Jan 299,130 259,350  142,370(d)} sumers are apparently not fearful of ‘missing the 
Refined Prod., World (tons)....... Jan. 174,302 179,872  164,950(d)! boat."’ With stocks piling up, the possibility of 
Refined Del., World (tons)........ Jan. 139,528 121,966 182 /220(d)) lower prices has not been entirely eliminated 
——— Refined Stocks, World (tons). Jan 505 5,960 471, 190 336 050(d) eee 
ld — : : — =; —— EEE EEE Tim export quotas have been reduced 15 points 
| TIN to 55%. This was a greater reduction than had 
m Price cents per Ib., N. Y.......... Feb. 21 42, 40.5 +2.20 been expected and assuming the maintenance of 
a World Prodetiont Sh See 1937 206,000(pl) 180,000(d) +26,000 the 55% figure throughout 1938, production will 
World Visible Supply. . ..-| Jan 18,965 21,048(d) —2,083 be cut 26,250 tons below last year's output. Re- 
7 vs. Delivenes]........5...0... | Jan 5,550 5,020 +530 duced production and increased armament de- 
U.S. Consumption{......... .-| Dec 4,010 4,790 780 mand augur higher prices. 
4 Visible Supply (long tons) as of | Semon al) “ce hee) |) gee =) tae ee 
; Lead prices are felt to have reached bottom 
A LEAD | but consumers hold aloof. The statistical position 
| Price cents per Ib., N. ¥ ----| Feb. 21 4.50 4.50 Nnoe is not a dominating influence, though stocks have 
e. : ; Shipments om) ese hand) | _ 49,581 46,796 +2,785 accumulated, fostering a hand-to-mouth attitude. 
ipments (tons)............ ec 34,020 33,853 +167 ~). 
o | Stocks (tons) U.S 4. | Dec. 31 129,131 113,573 +15,558 Zinc is in approximately the same position as 
a | is lead. 
“ZINC | + fe 
Price cents per Ib., N. Y.... .| Feb. 21 5.10 5.10 None Silk (:aw) deliveries during the seven months 
: U.S. Production (tons)... . .| Jan. 48,687 51,787 3,100 elapsed of the current season are lower than for 
| U.S. Shipments (tons)... . Jan. 24,931 29,545 4,614 any like period in fourteen years; January con- 
: Stocks (tons) U. S., as of. .| Jan. 31 88,532 64,716 23,756 sumption by American mills was 30,715 bales, 
D ah : - the smallest January consumption since 1921 
SILK | The answer appears to lie in the decreasing use of 
Price $ per Ib. Japan xx crack.....| Feb. 21 1.66 1:57 +.09 silk for woven goods. Silk now accounts for but 
American Mill Takings (bales).....| Jan. 30,715 21,982 +8,733 1.2% of our total fiber consumption. Prices hold 
| Am. Mill Takings (bales) 7 mos.to.| Jan. 31 221,776 293,702(d) —71,926 but mill takings fall away. 
mocks at N. Y. as of............ | Jan. 31 48,678 49,535 —= 857 ee aes, 
Total World Stock (bales) as of . - Jan. 31 143,678 161,435 Vilas Rayon yain's moving figure is volume, not 
price. Prices are announced and changed only at 
_} RAYON (Yarn) comparatively long intervals. The contract price 
Price cents per Ib... . Feb. 21 54.0 54.0 None for sulphite wood pulp, the industry's raw material, 
Deliveries (a)........ jewel) GEM: 374 240 +134 has just been fixed at $97.50 per ton for the first 
__ | All Rayon: —Month's Supply... . .| Feb. 1 2.8 2.5 +.3 | half of 1938. 
K | WOOL | Wool markets here have reflected the inertia 
_| ‘ead cents per Ib...... --+-| Feb. 21 82.0 79.5 +2.5 abroad, coupled with a remarkable decline in our 
consumption of apparel wool-down to the lowest | 
a HIDES ete Guu | die point since December 1934. The wool situation is 
dity | Visible Riche (000" ) “y sisi dal D. - 21 8.0 8.0 None a striking example of under-consumption. By and | 
o | scmiuitinn (000 )(b)... vs a a om 15,290 17,173(d) —1,883 large there is no great surplus of wool in the world | 
eis a P x lab: ec. 1,289 2,092 803 market to dominate prices. | 
ted ff | RUBBER | We 
her rT Price cents per Ib | Feb. 21 14I, 14.5 +3) Hides still appear too low. Speculative buyers | 
So) ene a” aes” aes —angae | (7 eee ee 
es | onsumption, U. S. { Jan. 29,429 29,160 +269 oe 
ff Stocks U. S.f as of. | Jan. 269,078 256,618  +12,460 é . 
| Tire Production (000's) Dec 2,952 3111 5,311(d)| Rubber is again facing the problem of “ne- | 
| Tire Shipments (000's). | Dec 3,153 3,771 5,016(d) tive’’ output. Present restriction agreement ex- | 
Tire Inventory (000’s) . | Dec. 31 10,776 10,963 1 114(¢) pires this year; draft of new one is being sent to the 
si- | — | signatory countries for action by June 30. Exten- 
ed | COFFEE sion of control conceded. Anticipation in the 
ses | | Price cents per Ib. (c) trade is that Committee will try to curtail and fix a 
on | March Delivery. . | Feb, os 4.38 4.22 ; price level around 18c to 19c, which would suit 
all | Imports (bags 000' , . Jan. 1,095 1 p44 pee all around if supply were not open to any quick 
ol | 4 U.S. Visible Supply (bags 000’ s). | Feb. 1 1,319 1,209} +110 shortage. 
‘SUGAR Coffee roasters display almost no interest in 
Price cents per Ib. offerings. ‘‘Milds'’ are making concessions—so, 
Domestic No. 3. Feb. 21 2.22 2.20 +.02 a buyers market. 
J. | Raw Sugar ‘i &. 2 
id ea? c. i. f.. | Feb. 21 2.27 2.22% +.04Yo) Sugar, unsettled by reason of the stevedores' 
d * mA delivered... | Feb. 21 3.17 3.12% +.04YQ) strike in Puerto Rico, now ended, awaits action of 
> | U 6D a ite Shipment). | Feb. 21 4.75 4.75 None | the shippers. Market is soft enough and if the 
0 U's os “tap 's). --| 1937 6,675 6,706(d) —31 | Island shippers press heavily, prices may be ex- 
* . 2. Stockst, as of (000s). ... a Dec. 31 1,576 1,338(d) +238 | pected to give. 
— i ean A re ——— , 
a a (a)- Samosa in I (1993. 25—100). “()—Wholesale Rio No. aR ¥. ~ (d)- ~Year ago. t Long tons. 
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Money and 


Banking 





Previous 


Week 


Latest 


Date Week 


Year 
~~ 


COMMENT 





SE TR 








INTEREST RATES 
Time Money (60-90 days) 
Prime Commercial Paper 
Call Money 
Re-discount Rate, N. ¥ 





CREDIT (millions of $) 
Bank Clearings (outside nM y.).. 
Cumulative year's total 
Bank Clearings, N. Y.. 
Cumulative year's total . 
F. R. Member Banks 
Loans and investments. 
Commercial, Agr., Ind. Loans. 
Brokers Loons 
Invest. in U. S. Gov'ts 


Other Securities 


Time Deposits 

New York City Member Banks 
Total Loans and Invest....... 
Comm'l, Ind and Agr. Loans.. 
Invest. U. S. Gov'ts dir. & std. 
Demand Deposits. . at 
Time Deposits. . 

Federal Reserve Banks 


Money in Circulation 


Treasury Currency 
Treasury Cash 
Excess Reserves 


Corporate 
New Capital 
Refunding 
Government 
Refunding 
Addition to Debt 


Invest. in Gov't Gtd. Securities. . .| 


Demand Deposits..............| 


Member Bank Reserve Balance.. .| 


Se 


NEW FINANCING (millions of $) | 


Feb. 21 114@114% 114@114% 
1% 


1% 
1% 


1% 
1% 1% 


1,141 
2,947 
14,464 
5,295 


7,818 
1,709 
3,552 
5,837 

648 


7,205 
6,306 
12,756 
2,661 
3,650 
1,410 





1%4% 
WA@1% 
1% 
Ah 


2,597 
13,478 
4,071 
20,575 





Last 
Month 


$56.6 
42.1 
14.5 
1,023.7 
1,023.7 
None 


| 
| 
| 


=S 


Money rates continue unchanged and are un. 
likely to harden in the face of remarks by Admin. 
istration spokesmen reaffirming the Government's 
policy of fostering easy, money. 


Clearly reflecting the slump in general business, 
bank clearings continue to run sharply lowes 
than last year. The decline in the latest week was 
19.4% for the country as a whole. Clearings in 
New York dropped nearly 25%, while outside of 
New York the decline was 10.6%. 

* - a 


Some indication that the end of the long decline 
in commercial and business loans may be near at 
hand is afforded by the latest statement of New 
York City Member Banks. For the week 
ended Feb. 16, these banks reported a decline 
of only $3,000,000 in business loans. Holdings 
of ‘other securities"’ increased $20,000,000, while 
brokers loans were up $16,000,000 and total 
earnings assets increased $19,000,000. New 
York banks again reduced holdings of Govem- 
ment bonds, the latest reduction amounting to 
$24,000,000. The latest report of the Federal 
Reserve Banks disclosed an increase of $47, 
503,000 in gold certificate holdings. In line with 
the Government's recently announced gold de- 
sterilization policy, ‘‘other deposits’’, reflecting 
the sales of Gold from the Stabilization Fund to 
the Treasury, increased $21,000,000, while the 
increase of $31,000,000 in Treasury Deposits 
also reflects payment for gold with gold certifi- 
cates. However, until the Treasury spends these 
increased deposits and funds are redeposited with 
Member Banks, there will be no apparent effect of 
gold desterilization on excess reserves of Member 
Banks. Excess reserves, in the most recent week, 
declined $50,000,000. Money in circulation 
again dropped—the fourth successive weekly de- 
cline and in January turnover of bank demand de- 
posits was the lowest for that month in twenty 
years. 











BANK OF ENGLAND 
Circulation 

Public Deposits 

Other Deposits 
Bankers Accounts............. 
Other Accounts 
Government Securities........... 


Other Securities 


Securities........ 


BANK C OF FRANCE 
Gold Holdings. . os 
Credit Balances Abroad. 
French Commercial Bills Disc 
Bills Bought Abroad 
Advance Against Securities 
Note Circulation 
Credit Current Accounts 
Temp. Advs. to State 


Discount and Advances...........} 





POSITION OF FOREIGN BANKS 





: Feb. 16, 1938 


£474,083,000 
15,772,000 
141,900,000 
106,405,000 
35,495,000 
97,863,000 
24,963,000 
6,155,000 
18,808,000 
53,047,000 
327,130,000 
Feb. 11, 1938 
Fr.55,806,000,000 
21,000,000 
10,765,000,000 
836,952,303 
3,860,000,000 
92,573,000,000 
22,757,000,000 
31 ,903,000,000 
48.39% 


Feb. 17, 1937. 


£453,337,000 
24,394,000 
127,208,000 
90,551,000 
36,657,000 
83,128,000 
25,849,000 
5,467,000 
20,382,000 
60,836,000 
314,173,000 
Feb. 12, 1937 
Fr.57,358,000,000 
14,000,000 
7,503,000,000 
1,307,589,675 
3,655,000,000 
85,929,000,000 
17,769,000,000 
19,772,000,000 


55.31% 


| 


_COMMENT 


The latest statement of the Bank of 4 Enalail 
again showed a decline in circulation, the latest 
drop totaling £1,988,000. Gold holdings now 
total £327,130,000 as compared with £314,173,- 
000 a year ago. Reports have recently circulated 
that consideration has been given to a reduction 
in the bank rate from 2% to 144%, partly in prep- 
aration for a new issue of national defense bonds. 
The decline in British business since last October 
has practically cancelled the gain in the first nine 
months of 1937 and unemployment is now the 
largest since April 1936. 


* * e 


Business sentiment in France has been compara- 
tively undisturbed by political developments in 
Germany. There is scant evidence of actual busi- 
ness improvement, however. Prices remain high 
and unemployment continues to mount. The 
transfer of three billion francs to the Exchange 





decline in Gold holdings of the Bank of France. 





Stabilization Fund resulted in a corresponding 
Gold on Hand to Sight Liabilities. . | 
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POSITION OF FOREIGN BANKS—Continued 





— ae GERMAN, REICHSBANK 


are un. 
Admin. 


nment's 


usiness, 
j lowes 
>ek was 
rings in 
side of 


Gold and Bullion.. 

Of Which Deposits “Abroed.. 
Reserve in Foreign Currency. . 
Bills of Exchange & Checks 
Investments 
Other Assets 
Notes in Circulation. . 
Other Daily Matured Obligations... | 
Other Liabilities | 
Proportion of Gold & Foreign Cur-} 

rency to Note Circulation. .. 


BANK OF CANADA 
Reserve Gold, Coin & Bullion. . 





Feb. 15, 1938 
Rm.70,770,000 
20,333,000 
5,566,000 
4,942,822,000 
397,173,000 
815,848,000 
4,776 ,000,000 
761,423,000 
340,758,000 


te 16, 1938 


$180, 501 ,000 


Feb. 15, 1937 
Rm.66,940,000 
18,031,000 
5,613,000 
4,408 408,000 
524,600,000 
1,180,528,000 
4,460,663,000 
731,306,000 
364,957,000 


1 62% 


aki. 17, 1937 
$179, 475 ,000 


Political maneuvers in Germany have further 
tightened the Nazi grip on the political and 
economic life of the nation. Moreover, the Nazi 
influence has been effectively extended beyond 
the German borders, a condition which drastically 
emphasizes all of the unfavorable implications 
which have come to be identified with the Nazi 
regime. 


After reaching a recovery peak in November, 
industrial output in Canada has since fallen off 


2,251,000 
13,836,000 
211,000 


2,991,000 
20,369,000 
191,000 


sharply. The recent trend of bank clearings has 
been sharply downward. Backlogs, which up to 
the present time have been a sustaining factor in 


Silver Bullion 
Reserve in Sterl. & U. S. Dollars... .| 


decline Subsidiary Coin 




















es Dom. & Prov. the heavy industries, are being rapidly reduced 
f New Securities | 68,776,000 57,833,000 and new orders are lagging conspicuously. The 
von Other Dom. & Prov. Securities... . 86,626,000 103,015,000 lentuire tk the lahaas dakesaat al aad tae 
\ding Other Securities. Ts hee a ea | 12,195,000 ada is a decline of $8,227,000 in holdings of short 
ey: Note Circulation... . . . 149,176,000 119,556,000 term government securities, apparently reflecting 
, while Deposits —Dom Gov't 22,070,000 34,461 ,000 bill maturities which were not replaced. 
1 total Chartered Banks. . 189,457,000 192,947,000 

New Res. to Note & Deo. ‘Lisbilities. 
ovem- 
ing to 
deral 

$47,- FOREIGN EXCHANGE IN DOLLAR TERMS 
e with 
d de- ; | 5-2 
=<tial Quotations in cents and decimals of -——-Demand———- —Cables——— 
nd to acent except pound sterling which is Feb.17 Year Ago Feb. 17 Year Ago 
e the in peers and cents. 
posits : s = —————————— 
ertifi- Country and Par The feature of the foreign exchange markets 
a Great Britain ($8.2397 a sov.)....... 5.031%4 4.89 5.03% during the two weeks ended February 19 has been 

with Austria (23.82c a schilling) 19.00 18.70 19.00 the pronounced weakness of the dollar. The 
ect of Beleium (16 9502c a belga).........| 17.03 16.86% 17.03 weakness in the dollar was all the more noticeable 
mber Be hoclovakia (3.51¢ a crown) 3.595% 3.491 3.525 because it came at a time which coincided with 
week; Denmark (45.374c a krone)... . 22.47 21.86 22.47 a high degree of apprehension and uncertainty in 
mde. | i {Finland (4.264c a finmark). 299% 216% 299% Coopeen cute, ilies. Se ee: ooeee 

3 ini 3.293 4.65 3.29 omination of Austria. It would seem that the de- 

d de- ee x oat Seeieey _ % * terioration in the American economy had become 





40.55% 
20.00 
24.40 
0.921 
56.1014 
5.264% 
25.29% 
19.00 
10.00 
5.80 
25.93 
23.29% 
2.3514 
29.85 
31.55 
38.01 
29.07 
59.061, 
26.50 
33.55 { * * * 
6.00 
5.19 
54.80 
50.00 
27.80 
24.50 
46.00 
66.21 
31 iat 


40.23 
20.00 
21.40 
0.90 
54.70 
5.2614 
24.61 
18.97 
7.90 
6.85 
25.25 
22.82 
a BE 
29.75 
30.44 
37.00 
28.57 
57.50 
30.10 
32.62% 
6.18 
5.19 
57:15 
56.00 
27.80 
26.25 
56.50 


40.5514 
20.00 
24.40 
0.9234 
56.10% 
5.261% 
25.2914 
19.00 
10.00 
5.80 
25.93 
23.29% 
2.35% 
29.85 
34.55 
38.01 
29.07 
59.06%, 
26.50 
33.55 
6.00 
5.19 
54.80 
50.00 
27.80 
24.50 
46.00 
66.21 


Germany (40.33¢ a mark)**. 

Germany registered (comml.)........ 
Germany (travel mark) 

Greece (2.197¢ a drachma) 

Holland (par not definite). . 

Italy (5.2634c a lira)§....... 

Norway (45.374c a krone). 

Poland (18.994c a zloty). 

Spain (Burgos peseta) t 

Spain (Barcelona peseta) 7... 

Sweden (45.374c a krona). 

Switzerland (par not definite). . 
Yugoslavia (2.981¢ a dinar). . 

Shanghai dollars (unsettled) 

Hongkong dollars — cy 

India (61.798c a rupee). . 

Japan (84.39c a yen). . 

Sts. Settlements (96.1 39¢ . a ; dollar)... 
Argentina (71.87¢ a paper peso) 4. . 
Argentina (71.87¢ a paper peso)**... ; 
Brazil (20.25c a paper milreis)** 

Chile (20.599c a gold peso)}t....... 
Colombia ($1.645 a gold peso)**.... 
Colombia ($1.645 a gold peso) 
Mexico peso (unsettled)t...... 

Peru (47.409c = sol)t 

Uruguay ($1.751 a gold peso) § 
Uruguay ($1.751 a gold peso)**t 
Venezuela (32.67c a bolivar)** 


such that the foreign exchange markets feared that 
the Administration would have recourse again to 
the dollar tinkerings which made us the laughing 
stock of the world in 1933 and 1934. It is unlike- 
ly, however, that the fears of the foreign ex- 
change markets will prove to be founded on fact. 
This time Washington is not expected to go out- 
side the confines of the United States in any efforts 
that may be taken to raise commodity prices and 
improve the business picture. President Roosevelt 
himself strongly intimated this in his remarks on 
February 18. It is true that a chronically unbal- 
anced budget and an unrelenting political pres- 
sure on commerce and industry usually find reflec- 
tion in a weak exchange. In the case of the United 
States, however, the dollar can be bolstered in- 
definitely by shipping gold and the chances favor 
her willingness to do so. 


venty 


Although the French franc has joined in the 
general strength against the dollar, the basic eco- 
nomic situation in that country has not improved. 
Politically, the situation has definitely deteri- 
orated, if one may reason that Germany's vic- 
tories are France's losing battles and certainly 
Germany won a political victory in the latest 
Austrian coup. 





**__Official rate. -Travel lira, 4.75¢. x—Outside rate. 


—Free rate. 





t—Nominal quotations. 
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Seeurity Statistics 





THE MAGAZINE OF WALL STREET COMMON STOCK INDEX COMMENTS 
1937 Indexes 1938 Indexes 4 
No. of Se ee 3 IRE Sustained largely by pr inflatie 
High Low Issues (1925 Close—100) High Low Feb. 5 Feb. 12 Feb. 19 || fear, the market hes erect om Laban 
1229.0 543 330 COMBINED AVERAGE 65.9 54.3 56.7 58.0 59.2 for three consecutive weeks ended Feb, 
Re ae SL Pa Ng ah —— ——__-—---— — |! to a level 9% above the low point reach 
253.3. 111.4 5 Agricultural Implements.. 130.9 108.9 1106 116.9 125.6 Dec. 30, despite further contraction in ee 
72.6 340 6 Amusements. 41.4 34.0 34.7 35.6 35.3 eral business activity. President Roosey, 
146.6 52.1 16 Automobile Accessories 70.6 : 58.7 59.8 59.8 has confirmed earlier statements by eg 
30.1 8.9 12 Automobiles 12.4 : 10.2 10.4 10.4 tary Morgenthau and Chairman Eccles th 
178.0 73.4 9 Aviation (1927 Cl—100) 109.6 . 94.7 94.9 95.4 no further devaluation of the dollar is ; 
28.5 9.3 3 Baking (1 926 Cl. -100). r 12:7 ° 11.3 11.2 11.4 templated. This was no doubt one of i 
308.6 135.4 3 Business Machines : 158.8 ‘ 142.9 149.4 150.0 factors favoring some of the higher gr r 
Sa77 1326 DPedemicws.......:-....: “9ST7 t 139.5 140.9 142.7 investment common stocks which have bee 
88.3 32.9 18 Construction 39.3 : 34.5 36.2 36.5 more or less dormant for several weeks 
361.0 193.4 5 Containers 222.5 198.0 207.4 208.8 ‘7 
217.3. 75.3 9 Copper & Brass 102.0 ; 82.6 85.7 89.0 * * * 


43.0 24.5 2 Dairy Products 28.0 i 25.4 25.7 25.4 
42.7 15.2 9 Departent Stores 18.7 16.2 16.7 17.2 With the probability that the |. C. C. des 


108.8 45.2 9 Drugs & Toilet Articles... 55.0 : 48.9 48.5 48.6 cision on increased rail rates, scheduled ¢ 
388.4 182.6 2 Finance Companies... . 219.4 ‘ 198.6 204.1 be made public in the near future, wil 
71.9 37.5 7 Food Brands. 44.5 ’ 39.9 40.9 41.5 grant part, if not all, of the 15% adva 
53.2 25.9 4 Food Stores 30.2 ! 27.2 27.5 sought by the carriers, there has been im 
122.3 46.4 4 Fumiture & Floor Covering 57.4 ’ 50.1 50.1 creasing market interest in the Railway 
1160.6 894.0 3 Gold Mining........... 1204.8 1104.9 1204.8h 1171.2 Equipment group. In their application for 
58.6 25.8 6 Investment Trusts 30.7 24.7 24.7x 25.8 higher rates, the railroads tacitly impli 
317.8 167.2 4 Liquor (1932 Cl—100).. 194.2 1668 167.4 175.3 their intention of using a portion of j 
209.8 97.8 9 Machinery i gs a ae 114.5 94.7 96.2 99.7 creased revenues to purchase rolling stock 
104.3 53.8 2 Mail Order ewe 63.0 53.8 57.0 58.1 , and maintenance supplies. While the d 
109.6 47.5 4 Meat Packing at 55.3 47.3 47.3x 48.3 ‘ clining level of traffic acts to modify the 
334.1 138.6 15 Metals, non-Ferrous...... 177.9 138.6 152.5 154.2 immediate prospects for equipment makers 
26.5 7a Bee, . <5. -..-- re 9.7 7.4 7.8 7.8 : potentially at least increased freight rates 
158.8 90.8 23 Petroleum 104.3 90.6 92.9 96.1 would be a bullish factor in the outlook for 
114.9 50.5 18 Public Utilities......... 60.0 47.5 48.3 41.9 : the Railway Equipment group. i 
31:7. 13.3 4 Radio (1927 Cl—100). 16.9 13.3 13.8 14.4 
12.9 37.7. 9 Railroad Equipment... 48.3 37.9 38.6 41.6 * * « 


48.6 16.2 23 Railroads 18.6 15.3 15.6 16.5 q 
98.5 69 9.2 6.9 71.8 ee ; Actually it will be some months to a y 


87.6 34.9 3 Shipbuilding 62.6 47.6 54.9 55.2 or more before any of the proposed Gove 
165.6 69.6 13 Steel & Iron 85.8 69.6 70.9 72.9 ernment measures can be whipped into 
45.2 21.6 25.7 21.6 23.6 94.9 shape to have much of a stimulating effeet 
174.2 118.6 2 Sulphur 147.3 118.6 1376 137.3 upon prices or industrial activity, except 
85.3 43.2 3 Telephone & Telegraph 47.8 414.9 41.9x 42.6 for their psychological influence which, a 
91.8 35.3 7 Textiles 42.9 35.3 364 38.0 often happens, has found immediate reflec 
29.2 10.7 4 Tires & Rubber 14.2 10.7 12.0 12.2 tion in the stock market since our last issug 
99.4 68.3 4 Tobacco 75.8 68.7 689 609 Thus, for instance, Agricultural Implements, 
72 4 Sieeie................ S62 S22 2 249 Furniture, Mail Order, Meat Packing and 
346.8 157.7 4 Variety Stores 189.1 157.7 176.4 180.3 Textile shares have displayed great 


22 Unclassified 1937 Cl—- 122.0 100.0 1086 109.8 strength than the general market, under thé 
supposition that farm income will be suse 


tained regardless of cost to the taxpayer. | 








x—New LOW since 1936. h—New HIGH since 1936. 


DAILY INDEX OF SECURITIES te 


N. Y. N. Y. Times 
Times§ Dow-Jones Avgs. ——50 Stocks—— 
40 Bonds 30 Indus. 20 Rails High Low 











Cates Fertilizers spurted even though a 20% 


Monday, Feb. 7......... 70.49 191.39 97.10 86.87 85.29 513,251 drop in sales is expected this season, unde 
Tuesday, Feb. 8 70.71 195.52 97.88 88.50 85.97 772.150 || the theory that reduced cotton acreage will 
Wednesday, Feb. 9 ’ 125.00 98.13 89.34 87.85 747,770 call next year for intensive cultivation# 
Thursday, Feb. 10........ 71. 125.54 29.11 89.76 87.92 631,670 || Copper and Petroleum stocks have be 
Friday, Feb. 11......... 124.94 98.96 89.31 87.88 387,210 || Somewhat stronger on popular assumption) 
Saturday, Feb. 12 HOLIDAY—EXCHANGE CLOSED that Administration efforts to talk up raw 
Monday, Feb. 14 ; ; 195.97 29.16 89.77 88.36 400,870 material prices will be successful. The co i 
Tuesday, Feb. 15.. 124.93 99.04 90.47 88.81 523,310 tinuance of this hopeful psychology 
Wednesday, Feb. 16 124.90 8.71 89.08 87.65 472,050 || doubtful however unless some tangible evis 
Thursday, Feb. 17........ . 127.59 29.30 91.25 89.05 856,790 dence of price improvement appears. 
Friday, Feb. 18 126.99 8.66 91.62 89.35 768,970 
Saturday, Feb. 19 * 127.50 28.76 90.83 89.58 295,950 


STOCK' MARKET VOLUME 3. On the other hand, Tobacco shares mad ; 


low for th ; si ilment of 
Week Ended Feb. 19 Week Ended Feb. 12 Week Ended Feb. 5 get sai a anee sic i 
3,317,940 3,052,051 4,373,810 manufacturers. The Automobile, Acc 
Total Transactions Same Date Same Date sories and Finance Co. groups made ne 
Year to Feb. 19 1937 1936 headway, due to the slow market for new 
34,130,832 98,977,816 115,821,055 seg 


* - a 
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“The Personal Service Department of THE Magazine or Wat STREET will 
"answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
“This service in conjunction with your subscription should represent thousands of 


‘dollars in value to you. 


‘1, Give all necessary facts, but be brief. 


It is subject only to the following conditions: 


Confine your requests to three listed securities. 


No inquiry will be answered which does not enclose 


envelope. 
If not now a paid subscriber, 


self-addressed 


stamped, 


use coupon elsewhere in this issue and send 


check at same time you transmit your inquiry. 


) Special rates upon request for those requiring additional service. 





Atlas Powder Co. 


| While I believe I have a good buy in Atlas 
© Powder, earnings, as you know, dropped 
P sharply in the final quarter last year. I will, 
W therefore, be grateful for any information 
P you can give me on the 1938 outlook.— 
R.J.C., Tulsa, Okla. 

Final quarter earnings for Atlas 
"Powder, it is true, declined sharply 
‘from those registered during the 
Hinal period of 1936. Nevertheless, 
Tull year reports of $4.40 per share 
‘tompared favorably with the $4.21 
mamed during the year of 1936 

and allowed ample coverage of the 

$8.75 per share paid during 1937. 
However, it is anticipated that 1938 
Tesults will not be as satisfactory 
@s those registered last year. Be- 
Mause of the diversified industries to 

hich Atlas sells its products, the 

ent letdown in general business 
as had an adverse effect upon the 
Company's earning power. The more 
Mportant customers such as_ the 
fonstruction, textile and automotive 
Mdustries, have cut down on their 
fakings considerably. Furthermore, 
me near term outlook for these in- 
Mustries continues to be pessimistic. 
@here is a reasonable possibility, 
However, that the slump in the busi- 
Mess of the company’s principal cus- 
mmers may be of comparatively 
hort duration. In only one year, 


1938 
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1933, did Atlas Powder fail to report 
a profit and fail to pay a dividend. 
While the earnings record has not 
been regular, ample profits have 
nearly always been shown with the 
major share going to the stock- 
holders in the form of dividends. 
The company is modestly capital- 
ized, having only 68,599 shares of 
5% cumulative preferred and 250.- 
899 shares of common stock out- 
standing. This has afforded satis- 
factory participation in earnings by 
the common stock. Financial position 
remains characteristically strong, 
total current assets of $8,778,642 
(including cash alone of $2,701,575) 
being compared to total current lia- 
bilities of only 1,055,124 at the yvear- 
end. During 1937 the company 
spent approximately $1,500,000 for 
new plants for the manufacture of 
two new basic organic chemicals 
which have proven popular in the 
cosmetic, paper, leather, textile, 
lacquer and other industries. Con- 
sidering the sound finances of the 
company, and its potentialities over 


the longer term, we believe that you 
should retain your stock, both on an 
income and price appreciation basis. 


United Aircraft Corp. 


I am inclined to think that United Air- 
craft is a bargain at prevailing levels, i st 
stands to share fully in contemplated rearma- 
ment plans. Will you advise me on this 
matter?—I. E., Buffalo, N. Y. 


During 1937, approximately 60% 
of the $27,000,000 sales volume of 
United Aircraft was from Federal 
Government takings. Pratt & Whit- 
ney, a subsidiary, recently received 
Army orders totaling $1,500,000 for 
engines and spare parts. This 
brought unfilled orders of the com- 
pany to approximately $25,000,000, 
or sufficient to assure near capacity 
operations throughout 1938. The 
equipment manufactured by United 
Aircraft and its subsidiaries is prac- 
tically standard for all of the recent 
aircraft purchased by the United 
States Army and Navy. It is ob- 
vious, therefore, that the company 
will realize a full share of the large 
appropriations by the Government 
for additional increases to the air 
forces of both the Army and Navy. 
More earnings will probably be real- 
ized due to decreased development 
costs. Thus profit margins for all 
of the company’s divisions should 
widen, allowing greater profits and 
more payments on the common 
stock in the form of dividends. For 
the initial nine months of 1937, $1.08 
per share was shown on the capital 
stock of the company. This com- 
pares with profits of only 36 cents 
per share earned during the initial 

(Please turn to page 667) 





When Quick Service Is Required, Send Us a Telegram 


Prepaid and Instruct Us 


to Answer Colleet. 








What 12 STOCKS 


Do Experts Favor 
for SPRING PROFITS? 


A” spEcIAL UNITED OPINION 
report, just prepared, lists 
the 12 issues most recommended 
by leading financial authorities 
for spring profits. This list is ob- 
tainable from no other source. 
Experience has shown that 
stocks recommended by three 
or more financial experts 
almost always have better 
than average appreciation, 
You may have an introductory 
copy of this valuable 12-stock 
report without obligation. 


Send for Bulletin WS-11 FREE! 


UNITED BUSINESS SERVICE 


210 Newbury St. ~ re Boston, Mass 
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MOTOR WHEEL 
CORPORATION 
Dividend Notice 


Lansing, Michigan 
February 9, 1938 


The Board of Directors today 
declared a quarterly dividend of 
twenty cents (20c) per share on the 
common stock ‘payable March 
10, 1938 to stockholders of record 
at the close of business February 
19, 1938. 

C. C. Carlton, 




















AMERICAN RADIATOR 


STANDARD SANITARY 


CORPORATION 


PREFERRED DIVIDEND 
COMMON DIVIDEND 
A quarterly dividend of $1.75 per share on 
the Preferred Stock has been declared payable 
March 1, 1938, to stockholders of record at 
close of business February 25, 1938. 


A qparterly dividend of 15¢ per share or 
the @ommon Stock has been declared payable 
March 31, 1938, to stockholders of record at 
close of business February 25, 1938. 


Transfer books will not be closed. 
ROLLAND J. HAMILTON 
February 16, 1938 








Secretary and Treasurer 
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| STOCKS—BONDS 


COMMODITIES 


Folder “M” explaining margin require- 
ments, commission charges and trading 
units furnished on request. 


Cash or Margin Accounts 
in Full or Odd Lots 


Inquiries Invited 


J. A. Acosta & Go. 


Members New York Stock Exchange 
N. Y. Curb Exchange (Assoc.) 
New York Cotton Exchange 
New York Produce Exchange 
N. Y. Coffee & Sugar Exchange 
Chicago Board of Trade 
Commodity Exchange, Inc. 

New York Cocoa Exchange 
BOwling Green 9-2380 


60 Beaver St. New York 




















Complete Investment 
and 


Brokerage Service 


Leaflet explaining Margin re- 
quirements sent on request. 


MSCLAVE & Co. | 


MEMBERS 
New York Stock Exchange 
New York Cotton Exchange 
New York Curb Exchange (Assoc.) 
Chicago Board of Trade 
67 Broad Street, New York 
Telephone WHitehall 4-8500 


BRANCH OFFICE 
254 Park Ave. at 46th St., N. Y. 

















INVESTORS 


will find our booklet “Odd Lot 

Trading” of unusual interest and 

value. 

It shows the many advantages 

Odd Lot Trading offers to both 

the small and large investor. 
Ask for M.W. 808 


John Muir&( 





Established 1898 
Members New York Stock Exchange 
39 Broadway New York 








POINTS ON TRADING 
and other valuable information for investers 
and traders in our helpful booklet. Oopy 
free on request. Ask for Booklet MC6 
Accounts carried on conservative margin. 


(HisHoim & (HAPMAN 


Established 1907 
Members New York Stock Exchange 
52 Broadway New York 














In the Next Issue 


New Situation Confronts 
Rail Investors 


By H. F. Travis 















A Warning 


To Investors 


Of all the persons who are 
wealthy at 35, and live to be 
65,— 87% lose the bulk of 
their estates in those 30 years! 


Are your funds protected as to 
industries and as to individual 
companies promising a sound 
future? And also protected against 
the unforseen? Are they in the 
best industries—in the best com- 
Panies—balanced as to stocks 
and bonds — today protected 
against inflation—supervised by 
competent, unbiased advisors? 

Send for the booklet 


“INVESTMENT SUPERVISION” 


FREE — It will interest every investor 
| lll BB ii ~ 
d 


BABSON’S REPORTS, Incorporate 
Babson Park, Massachusetts 


| Send me, with no obligation, your booklet 
“Investment Supervision” —and copies i 
! of your current Reports. Dept. 90-77. 


Name 
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eee gees % 
_- Babson’s -~' 
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Newmont Mining 


Corporation 
Dividend Ne. 88 

A dividend of Fifty cents per share has been 
declared on the capital stock of Newmont 
Mining Conporation, payable March 15, 
1938, to stockholders of record at the close 
of business March 1, 1938. 

H. E. DODGE, Secretary. 








THE ELECTRIC STORAGE BATTERY CO. 
‘ The Directors have declared 
Exide 


from the Accumulated Sur- 
BATTERIES 





plus of the Company a divi- 
dend of Fifty Cents ($.50) 
per share on the Common 
Btock and the Preferred Stock, payable 
March 80, 1938, to stockholders of record 
ef both of these classes of stock at the close 
ef business on March 9, 1938. Checks will 
be mailed. 
WALTER G. HENDERSON, Treasurer. 
Philadelphia, February 18, 1938. 





SS ne SE Te 
UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
February 10, 1988, declared a dividend for the 
first quarter of the year 1938 of $1.00 a share, 
on the Common stock of Underwood Elliott 
Fisher Company, payable March 31, 1938 to 
stockholders of record at the close of business 
March 12, 1938. 
Transfer books will not be closed. 
G-e DUNCAN, Treasurer 


TEXAS GULF SULPHUR COMPANY 
The Board of Directors has declared a dividend 
of 50 cents per share on the Company’s capital 
stock, payable March 15, 1938, to stockholders 
of record at the close of business March 1, 1938. 
H. F. J. KNOBLOCH, Treasurer 
EEE EE LAIR atta 
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(Continued from page 663) 


nine months of 1936. The company 
is simply capitalized, having only 
9.530.295 shares of common stock 
outstanding. No bonds or bank 
loans are outstanding, and as of De- 
cember 31, 1936, the company en- 
joyed a strong financial position, 
total current assets being compared 
to total current liabilities on the 
ratio of approximately eight to one. 
This simple capitalization should en- 
able the stockholder to participate 
substantially in earnings. It is esti- 
mated that full 1937 earnings will 
approximate $1.40 per share, which 
would be an increase of about 85% 
over the net of 1936. Although 
only $1 per share was paid in the 
form of dividends during 1937, 
we believe that the return during 
19388 will be greater due to the 
prospect of higher earnings. Not 
only is the company in line to re- 
ceive substantial benefits from the 
(Government in the form of contracts 
but betterment in commercial and 
foreign demand is also anticipated. 
Commercial and foreign takings ac- 
count for approximately 20% each 
of volume sales. New and more 
highly developed machines are cur- 
rently reviving the interest in avia- 
tio. Several large clippers have 
been manufactured by the company, 
the most publicized being the Sikor- 
sky Clipper used by Pan American 
Airways in its experimental flights 
to England. In view of these cir- 
cumstances we are inclined to agree 
with you that the stock represents 
an attractive speculative venture at 
current levels. 


McKeesport Tinplate Corp. 
Shall I continue to hold McKeesport Tin- 
plate that cost me 37%? Its recent action 
is very disappointing. Needless to say, your 
advice will be valued, as it has been at other 
times in the past —W. W. S., Baltimore, Md. 


McKeesport Tinplate Corp., a 
consolidation of McKeesport Tin- 
plate Co. and National Can Co., 
should enjoy better market action 
over the longer term. Our reason 
for this is predicated upon the fact 
that profit margins will probably be 
more generous because prices have 
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increased to $5.35 a base box, from 
$4.85. Furthermore, costs are not 
expected to increase accordingly. 
Moreover, some betterment should 
be registered in the can manufactur- 
ing division, because of the large 
vegetable and fruit packs this year, 
and should also prove an offset to 
possibly less favorable operations in 
the tinplate division, which must 
operate in a keenly competitive field. 
While we do not expect earnings to 
reach the level of those of 1937 (it 
is estimated that the company will 
show $2 per share for the full 1937 
period), they should be ample 
enough to continue the liberal divi- 
dend disbursement. The financial 
condition of the company will prob- 
ably be improved by flotation of a 
new issue of preferred stock, which 
the stockholders have been asked 
tc authorize. This would be used to 
liquidate approximately $2,000,000 
bank borrowings; the rest, approxi- 
mately $3,000,000, will be substan- 
tially reduced by seasonal liquida- 
tion of inventories and receivables. 
We are unable to make any actual 
comparison as to earnings, because 
of the recent consolidation of the 
two companies, but for the period 


from January 1, 1937, to July 3, 
1937, a net profit of $615,252 was 
shown, equal to $1.06 per com- 
mon share. Thus, while no substan- 
tial uptrend in earnings is antici- 
pated, it is believed that the longer 
term outlook for the company 1s 
satisfactory enough to justify con- 
tinued retention of your holdings. 





Congoleum-Nairn, Inc. 


1 have 150 shares of Congoiewm-Nairn 
purchased considerably above today’s prices. 
1 realize that it should benefit as the national 
housing program gets under way—but, in 
view of the current near-term outlook, do 
you recommend holding through the in- 
terim?—V. N., Bloomington, III. 


Report of Congoleum-Nairn for 
the year ended December 31, 1937, 
showed earnings equal to $2.03 per 
share. This compares satisfactorily 
with the $2.05 per share registered 
during 1936. A tapering off in sales 
since late October was responsible 
for the less favorable showing, but 
profits adequately covered the divi- 
dend disbursements made during 
the year. We grant that new 
building construction is essential for 
the company to report substantial 
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ACTIVE ISSUES 


Quotations as of Recent Date 


1938 
Price Range 
————~-——.. Recent 

Name and Dividend High Low Price 
Alum, Co. of Amer..... 86 10% 85 
Amer. Cyanamid B (.60).... 26% 223 251% 
Amer. Gas & Elec. (*1.40).. 27% 22 233, 
Amer. Lt. & Tr. (7.30).... 14¥, 11%, 12% 
Amer. Superpower......... 114 Vy Vy 
Assoc. Gas & Elec. A”... 13% 1 1 
Babcock & Wilcox (15).... 93 82 831% 
Carrier Corp.... : 32 23 251% 
Cities Service........ ; 2 1% 15% 
Cities Service Pfd 39%, 263%, 32 
Colum. Oil & Gas (7.40) 43, 3% 4 
Consol. Copper (1.121) 6% 4%, 51% 
Consol. Gas Balt. (3.60)...... 70 61% 61% 
Creole Petroleum (*.50) 2T%e WY =4 
Eagle Picher Lead (1.40) 131%, 8% 11% 
Elec. Bond & Share oe 101% 65, 13% 
Elec. Bond & Share Pfd. (6) 58 46%, 4914 
Ex-Cell-O Corp. (*.80). . 133%, 10 11¥% 
Ford Mot. of Can. "A" (1)... 18% 15% 1714 
Glen Alden Coal (1.50)... 65 5 6% 
Gulf Oil of Pa. (1)....... . 41%, 37 4014 
Hecla Mining (7.10)......... 10% 1% 814 


Hudson Bay M. & S. (11.75)... 27% 22%, 255% 
Humble Oil (+.371).. 66% 60 63 

Imperial Oil (*.50). .. 18% 17% 18% 
Jones & Laughlin... 43% 30 343, 


1938 
Price Range 
— ~—-——. Recent 

Name and Dividend High Low Price 
Lake Shore Mines (*4). . 58%, 51% 56% 
Lockhead Air... * 10% Ty 814 
Molybdenum ({1)...... 5% 4¥, 45g 
National Bellas Hess....... 1 %, Vy 
National Sugar Refining (2) .. 18% 16% 17 
New Jersey Zinc (+.50).... 72% 60 68a 
Newmont Mining (7.50) . 72 54 63 
Niagara Hudson Power....... 82 7 1% 
Niles-Bement-Pond (2)....... 38% 31 33% 
No. Am. Rayon "A" ({2.25). 24 16 18 
Pan-Amer. Airways (7.25).... 19% 14% 16 
Pantepec Oil........... 1% 53% 6% 
Pennroad Corp. ({.25)..... 2%, LQ/y 2%, 
Pepperel Mfg........ 77 60% 721% 
Pitts. Pl. Glass (16.50) 90 719 80 
St. Regis Paper.......... .. 4 3 3% 
Sherwin-Williams (4). . 90 81 861% 
South Penn Oil (*1.50) : 38% 37%, 371% 
Technicolor (t.75)..... 21 16% 19% 
United Gas Corp...... 5% 3% 4, 
United Lt. & Pw. “A” 3% 2% 24 
United Lt. & Pwr. Cv. Pf 265%, 16%, 20% 


+ Paid this year. 
* Not including extras. 
t Paid last year. 
a Ex. dividend. 
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increases in earnings. However, it 
must be remembered that quite a 
large amount of revenue is derived 
from replacement needs. Thus, the 
coming spring should create a satis- 
factory demand for articles which 
are necessary for the home. While it 
is true that the demand for the cost- 
lier and more profitable linoleum line 
has declined, we see no indication 
that the drop will be unduly sharp. 
We do not believe that we are too 
optimistic in assuming that the ini- 
tial half of 1938 will see earnings 
only slightly below those of the com- 
parable period of 1937. In our opin- 
ion, the company cannot depend 
too much upon the benefits which 
would be derived from the National 
Housing program, although sales 
may be stimulated to some extent 
by the reinstatement of the provi- 
sion permitting loans for repairs and 
modernization. 

We believe, however, that the 
past record of Congoleum-Nairn 
justifies a constructive attitude to- 
ward the company’s shares, particu- 
larly when it is considered that the 
company has never reported a defi- 
cit, even in the worst depression 
years. It is true that the manage- 
ment follows a conservative policy 
but this has been instrumental in 
maintaining a strong financial posi- 
tion, liberal participation in earn- 
ings by the stockholders and estab- 
lishment of the company as one of 
the leaders in its field. All in all, 
Congoleum-Nairn shares not only 
offer a fairly attractive medium for 
income, but satisfactory possibilities 
for eventual price recovery. 





Armour & Co. (illinois) 


Several years ago 1 bought some Armour 
(Ill.) at 5%; in other words, around current 
levels. Now, when there are rumors that 
February dividends may be passed, I will 
appreciate your advice on the outlook for this 
stock—H. G., Boston, Mass. 


Further large inventory losses 
during the first quarter of the cur- 
rent fiscal year suggest that com- 
mon dividends of Armour & Co. will 
be deferred. While there have been 
some signs pointing to the stabiliza- 
tion of prices, we believe that they 
will continue on an unsatisfactory 
basis. Earnings for the full fiscal 
year ended October 30, 1937, were 
63 cents per share or substan- 
tially below previous estimates, 
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but which put them above the 74 
cents earned during the fiscal year 
of 1936. It is unlikely that oper- 
ations during the first half of 
the current fiscal year will approxi- 
mate those sustained during the 
initial six months of 1937. This is 
based upon the belief that consumer 
resistance will curb the seasonal in- 
crease in meat prices next spring, 
thus keeping prices of meat down 
to a point where profit margins will 
be narrow. On the other hand, there 
is a possibility of some relief due to 
a somewhat heavier and more even 
supply of meat. However, we do 
not believe that this will offset the 
unsatisfactory price structure. The 
company is burdened with a rather 
complex capitalization. Some prog- 
ress has been made, however, in 
simplification of this setup. During 
the last fiscal vear, back dividends 
on the unexchanged 7% preferred 
were cleared up and payments, 
therefore, initiated on the common. 
Also, last year the real estate 414’s 
of the Delaware company, together 
with the 414’s of the subsidiary, 
Morris & Co., were replaced with 
serial bank loans and an issue of 4’s. 
It is true that there is little in the 
outlook for Armour & Co. to justify 
an investment rating to the common 
stock. However, at present de- 
pressed levels we feel that your 
holdings might well be left undis- 
turbed on a price basis. 





International Agricultural Corp. 


What do you think of the possibilities for 
International Agricultural staging an upturn 
this year? Do your appraisals show it to be 
definitely undervalued now? I hold 200 
shares at 4%.—A. C., Santa Barbara, Calif. 


International Agricultural Corp. 
shares are a speculative venture, 
and such merit as they possess is 
strictly of a long term nature. Main 
revenues of the company are derived 
from distribution of fertilizer largely 
for use in cotton, tobacco, potatoes, 
cereal and _ miscellaneous crops. 
About 70% of sales are concen- 
trated in the cotton and tobacco 
raising areas, 20% in the Middle 
Atlantic and Western States and 
10% in the New England area. The 
company maintains an export busi- 
ness through the sale of phosphate 
rock to Europe, Japan and other 
foreign countries. 

Due to the wide variation in de- 


When doing business with our advertisers Iindly mention 


mand and the highly competitive 
price condition earnings over a long 
period of years have been highly 
irregular. In the fiscal year of 1937, 
the company was able to show 
profits on the common stock for 
the first time since 1930. For the 
fiscal year June 30, 1937, earnings 
of only 16 cents per share were 
shown. Since this report no in 
come account has been published 
but we are frankly skeptical of any 
substantial improvement due to the 
narrow profit margins of companies 
situated in this industry. The com- 
pany’s dependence on the agricul- 
tural industry has led to continued 
large deficits in periods of poor crops 
and unsatisfactory profits for farm 
products. In this connection, the 
prospects for the coming fertilizer 
selling season are. still uncertain 
even in the face of increased farm 
income. It is further indicated that 
sales of mixed goods will fall well 
under the near record total of early 
1937. Under these circumstances, it 
is extremely doubtful if Interna- 
tional Agricultural will be able to 
duplicate 1937 earnings. 

Although the company enjoys a 
satisfactory financial position, total 
current assets being compared to 
total current liabilities in the ratio 
of approximately 14 to 1, there is 
little hope for any dividend dis- 
bursement on the common issue. An 
outstanding cumulative _ preferred 
issue of 100,000 shares (bearing ar- 
rears of $68.75, as of 2/1/38) in ad- 
dition to a large funded debt defi- 
nitely removes the common from 
participation in earnings. No divi- 
dends have been paid on the com- 
mon since the company’s inception. 

Under the circumstances, reten- 
tion of the shares must of necessity 
be largely based on prospects which 
at the moment are not particularly 
promising. 





Inland Steel Co. 


| am holding Inland Steel acquired at 
around 65 last year. I will appreciate learn- 
ing if you believe its 1938 earnings will fall 
much below the $8.50 estimated for 1937, or 
if it may yet duplicate them. On the basis 
ef your findings, how do you regard its im 
vestment possibilities?-—B. L. P., Racine, 
Wis. 

We are frankly skeptical of Inland 
Steel’s ability to report 1938 earn- 
ings on a level with those of 1937. 
The estimate of $8.50 per share for 
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THE PENNSYLVANIA RAILROAD 


SUMMARY 
OF ANNUAL REPORT 
FOR 1937 


HE 91st Annual Report of the Pennsylvania Railroad Company covering 

operations for 1937 will be presented to the stockholders at the arnual 
meeting on April 12, 1938. Total operating revenues increased over 1936 by 
$14,508,320 or 3.3%. Operating expenses increased $23,873,592 (due principally 
to higher wage scales, larger expenditures for maintenance, higher costs of 
materials and supplies and greater expenses incident to increased business). Net 
income was $27,278,638, as compared with $38,742,091 in 1936. Surplus was 
equal to 2.9% upon the outstanding Capital Stock as compared with 4.8% in 
1936. Surplus per share (par $50) was $1.45 as compared with $2.38 in 1936. 


OPERATING RESULTS 


Comparison with 1936 

















1937 Increase or Decrease 
Tora. OPERATING REVENUES were $455.933,509 I $14,508 320 
Tora, OpERATING EXPENSES were 337,961,293 I 23,873,592 
Leavinc Net REVENUE From Rartway Operations of — 117,972,216 D 9,365,272 
TAXES amounted to =? 39,332,/51 I 4,618,602 
Hire or Equipment and Joint Faciriry Rents were 5,638,538 D 2,804,208 
Leavinc Net Rartway OperatinG INCOME of 73,000,927 D 11,179,666 
Income From Investments AND OrHER Sources 
amoanted €6. ...c00.56-a's Ley Cau ot 37,559,227 I 1,439,694 
Makino Gross INcoME of : . 110,560,154 D 9,739,972 
Rentat For Leasep Lines, Inrerest On Tue Com- 
pany’s Desr AND OrHER CHARGES amounted to S3:281,516° I 1,723,481 
LeavinG Net IncomE of..... 27,278,638 D = 11,463,453 
APPROPRIATIONS TO SINKING AND OTHER FuNDS, etc. 8,144,466 801,726 
SurpLus (Equal to 2.9% on Capital Stock} 19,134,172 D 12,265,179 


Dividends aggregating 214% ($1.25 per share) were paid during the year and 
charged against 1937 income. Both gross and net income were adversely affected 
to the extent of about $15,000,000, as compared with 1936, by the elimination 
of the so-called emergency charges on freight traffic. 

The Pennsylvania Railroad invites the active interest of its stockholders and 
bondholders in getting people to travel and ship via The Pennsylvania Railroad. 


M. W. CLEMENT, President. 


THE PENNSYLVANIA 
RAITLROAD 


SHIP AND TRAVEL VIA PENNSYLVANIA 


Stockholders can obtain copies of the Annual Report from 
J. Taney Willcox, Secretary, Broad Street Station Building, Philadelphia, Pa. 
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the full year of 1937 was high, as 
shown by the report for the year 
ended December 31, 1937, when 
earnings on the common _ issue 
amounted to only $8.05 per share 
after surtax. Nevertheless, this was 
still a great improvement over the 
$5.60 per share registered during the 
vear of 1936. During the final quar- 
ter of 1937, a sharp decline in opera- 
tions was experienced, which brought 
final quarter operations below esti- 
mates, hence full year results suf- 
fered. It is anticipated, however, that 
Inland will be one of the few steel 
companies able to operate at a profit 
during the first quarter of the cur- 
rent vear. Even so, earnings will be 
small compared with a $3.34 a share 
reported for the initial 1937 quarter. 
Although Inland enjoys a low “pay 
point” in comparison with other 
companies, the absence of demand 
from the important automobile in- 
dustry will keep operations at or 
near to the “break even point.” 
Some benefit should be derived, 
however, from the farm implement 
and household equipment makers 
during the current period, due to 
seasonal demand from those trades. 
The longer term outlook is better 
than the average steel company due 
to Inland’s ability to operate at low 
costs and a high degree of efficiency. 
Satisfactory profits were even re- 
ported during the worst years of 
the depression, a deficit being regis- 
tered only in 1932. Thus, over a 
longer period Inland should prove : 
worth-while investment. The com- 
mon stock at current prices in rela- 
tion to dividends paid last year 
vields you approximately 8%. While 
this undoubtedly will be scaled down 
during the present year, the income 
afforded will still be adequate for 
those willing to hold the issue. 





American Machine and 
Foundry Co. 





(Continued from page 636) 


can hardly be over-emphasized. The 
requirements are entirely different 
from those of the mail-order busi- 
ness, or the baking or tobacco in- 
dustries, yet the method of gauging 
is the same. Other things being 
equal, a successful past record im- 
plies the same results in the future. 
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American Machine & Foundry has 
had only one president during its 
whole existence and that man is still 
the active head of the business. The 
directorate is made up of officers, 
technical experts and a lawyer. With 
its affairs in practical, experienced 
hands, the company has a good start 
on any projects it decides to under- 
take; and from the resourcefulness 
already shown and the diversity of 
outlets for its products, the long- 
term future seems more promising 
than recent market action of the 
stock would indicate. 





Outlook Brightens for 
Rubber Companies 





(Continued from page 653) 


at 55,447,000 and of these it is esti- 
mated that something over 29,000,- 
000 represented renewals. At one 
time it was thought that renewal 
demand this vear might be in excess 
of 31,000,000, but, although the fig- 
ure has now been revised downward, 
it is not difficult to imagine last 
year’s showing being exceeded. Fears 
have been expressed that the pub- 
lic’s lessened buying power will be 
reflected in larger volume for second 
and third line tires and an increase 
in the practice of retreading. While 
there may be some such tendency, 
it is to be doubted that the effects 
upon the sale of first line casings will 
be a serious one. 

To anyone conversant with recent 
history it will be surprising that the 
price structure in tires remains as 
steady as it does. If the manufac 
turers had not become a great deal 
more price conscious and a greal 
deal less volume conscious, the ad- 
vent of the business decline would 
have been the signal for waves of 
price cutting and a concerted effort 


on the part of all concerned to 
achieve mutual ruination. The 
signs, however, point to a lesson 


having been learned, although this 
is not to say that it could not be 
unlearned should the business reces- 
sion carry still further. 

At the present time, tire inven- 
tories (standing at 10,776,000 cas- 
ings and 10,056,000 inner tubes at 
the end of last year) unquestionably 
are higher than one would like to 
see them. It is seldom easy to main- 


tain prices when inventories are 





large and when the raw materials 
going into those inventories haye 
declined in price. Moreover, buyers 
are now arguing, with the end of the 
year passed and inventory price 
adjustments made and _ the logge 
taken, that no harm would come of 
lower selling prices. On the other 
hand, in favor of maintaining exist. 
ing price levels is the fact that 
although quotations were raised last 
year there was a tendency for them 
to lag behind the increase in costs 
and today’s profit is by no means an 
excessive one. Probably, as has been 
intimated, the course of busines 
over the next two or three months 
holds the key to whether or not 
there will be continued price stabil- 
ity in the tire field. 

Before passing from the subject 
of tires to mechanical rubber prod- 
ucts, mention must be made of a 
development of considerable signif. 
vance. Although it is more impor- 
tant for the longer term than over 
the next few months, the tendency 
to equip agricultural machinery with 
rubber tires has opened a market 
whose possibilities as yet have only 
been scratched. Well over half the 
tractors currently being produced 
are fitted out in this manner. It is, 
much the tractor 
business that is important; rather it 
is the possibility that tires will ex- 
tend to a major portion of our 
ploughs, mowers, wagons and other 
farm equipment. Advantages claimed 
for tires on the farm include: greater 
mobility, particularly where _ steel 
wheels are prohibited on highways: 
savings in fuel; better traction under 
many ground conditions; savings In 
upkeep owing to the reduction in 
vibration. 

The outlook for mechanical rub- 
ber products—as was the case with 
automobile tires—is closely linked to 


however. not so 


the general business prospect. The 
former, however, will hardly exper! 
ence the decline in demand which ts 
expected of tires for the reason that 
so much of the mechanical rubber 
production falls into the classifica- 
tion of consumers’ goods. Hence, 
this will be a factor tending to lend 
a certain stability to earning power. 
Moreover, its potency is the greater 
because of the constantly increasing 
number of which are being 
found for rubber. Each new appl 
cation works to offset 
tendencies in old-established lines 
and to carry the rubber industry to 


uses 


recessionary 
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Weekly Bulletin 


Our WEEKLY BULLETIN of eight pages 
is mailed every Tuesday. It carries con- 
tinuing recommendations on all of our 


open commitments—Trading Advices, Bar- 
gain Indicator, Unusual Opportunities, In- 
Securities for Income and Price 
also Speculative Securities 
for Price Appreciation. It contains up- 
to-the-minute forecasts of the Technical 
Position of the Stock Market, The Busi- 
ness Outlook, Trade Tendencies and many 
informative charts and tables Air Mail 
Service will be provided charge 
United States and Canada 
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of 5 to 15 POINTS 
are in the Making! 


— NOW to take advantage of the next intermediate market 

Through the definite recommendations of our three 
Bargain and 
to 15 points should be 


advance 
Trading Advices, Indicator 

profits of 5 
These profits will be created by a sharp market 


active 
Unusual Opportunities 
quickly made available. 
rally with the following background: 


programs 


Normal spring business expansion 

I. C. C. action on increased freight rates 

Building stimulated by F. H. A. amendments 
Inflationary steps of the Administration 
Legislation to be enacted by Congress 


As a FORECAST subscriber, you will participate in potential leaders of 
this expected upsurge. You will be advised what and when to buy and 


when to accept profits. 


Place your FORECAST enrollment now so that we 


can immediately arrange to: 
(1) Analyze your present security holdings and counsel 
you in weeding out your weak and dormant issues 
(those that show no possibility of near-term improve- 
ment.) You may then use your equity as collaterat 
for securing profits under our supervision 
(2) Have you profit through important market move- 
ments advising you to buy on reactions and 
sell on rallies. This will enable you to increase your 
equity and be ready to take advantage of the next 
broad recovery to the fullest possible extent 


Act today under the terms of our special offer by mailing the coupon below 
with your remittance. You can profit substantially through our new short- 
term advices before vour subscription officially starts on April 1 
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new peaks of production when gen- 
eral business is in the upswing half 
of the cycle. 

So far as concerns the possibility 
of the rubber companies having to 
combat renewed outbreaks of labor 
trouble as soon as business im- 
proves, there is fortunately concrete 
evidence to support the view that 
the worst has been seen. Akron, 
hotbed of difficulties in the past, no 
longer dominates the industry as in 
days gone by. Such progress has 
been made in decentralizing the in- 
dustry that today Akron accounts 
for little more than half the coun- 
try’s tire production and its share of 
the business. is declining further. 
Also, tending to allay labor trouble 
in a general way, is that of all the 
mass production industries rubber 
pays the highest average wage. For 
the industry as a whole it is some- 
thing over 90 cents an hour, while in 
Akron itself wage scales are well 
above the national average. 

Of all the big rubber companies, 
the only one which has reported so 
far for the calendar year, 1937, is 
Goodyear. The report was remark- 
able in a number of ways: operat- 
ing earnings, after interest, taxes, 
depreciation and other charges, to- 
taled $17,600,029, or the equivalent 
of $6.97 a share of common. Inven- 
tory adjustments, however, reduced 
earnings by $10,342,742 and brought 
the profits per share of common 
down to $1.94. In 1936 earnings 
were equal to $3.68 a share. 

Although Goodyear is the only 
one of the big companies to report 
for the calendar year, 1937, Fire- 
stone and General have fiscal years 
ending October and November, re- 
spectively, and their reports are 
available. Both companies enjoyed 
a good gain in sales, although one 
inay be somewhat surprised to dis- 
cover that while Firestone’s net 
profit registered a slight gain, Gen- 
eral’s declined 37 per cent. The rea- 
son why there is so frequently a 
great variation in the showing made 
by rubber companies probably lies 
in methods of handling year-end in- 
ventory adjustments. One may ex- 
pect. Goodyear and General, having 
made the relatively heavier write- 
offs, to make the better showing so 
far as earnings are concerned at the 
end of the present year. This rule 
is likely to hold good for Goodrich, 
United States Rubber and others 
m the field —those whose reports 
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for 1937 are most disappointing to 
their stockholders should make it up 
in the figures for 1938. 

When it comes to an investor’s 
choice between the various rubber 
companies, any preferences will be 
largely a matter of choice. With the 
end of the business slump all may 
be expected to do better and their 
stocks behave accordingly. The busi- 
ness and political uncertainties being 
what they are at the moment, how- 
ever, it is to be doubted that one 
need be in a hurry to buy any of 
them. On the other hand, there is 
money to be made in rubber stocks 
before very many months have 
passed and as soon as one can see 
into the future a little more clearly 
our purely personal _ preferences 
would lean to Goodyear or United 
States Rubber. 





Trust Busting in 1938 





(Continued from page 633) 


ence of horse thieves on the lot. 

In some respects the threatened 
lynching of holding companies 
reaches an absurd stage. For in- 
stance, let us consider bank holding 
companies as candidly as Messrs. 
Roosevelt and Eccles did in. their 
recent talk. Whereas the President 
seems to believe that this evil is 
native to Wall Street, the fact is that 
these banking formations are most 
popular in the liberal, pro-New Deal 
Northwest. Without such groups 
many communities in that section 
would be completely bereft of bank- 
ing facilities, and find themselves at 
the mercy of distant and strange 
bankers in seeking funds for moving 
their products to market. More- 
over, it was the small, local banks— 
Carter Glass calls them “pawn- 
shops’—which first crumbled under 
the economic strain of the depres- 
sion. Mortality among these rug- 
gedly individualistic institutions was 
far more serious than among banks 
boasting a protecting parent at St. 
Paul or Minneapolis. 

Again, let us examine the device 
as it has been applied to railroads. 
It isn’t generally realized, but the 
vast transportation units resorted to 
holding company operations for one 
of two reasons: (1) as a means of 
investing surplus; (2) as a start to- 
ward the cohesive, consolidation 





system envisaged in the Transporta- 
tion Act of 1920. Along the route, 
it is true, there have been terrific 
abuses, but the underlying idea on 
the part of the Alleghany, the Penn- 
sylvania, the B. & O. and the Loree 
interests was to make quiet and 
painless strides toward the day when 
they would sit around a table and 
remake the railroad map in accord 
with Congressional decree. This is 
a consideration which the politicians 
forget these days. 

Despite evils too evident to re. 
quire discussion, most railroad ex. 
perts agree that the holding com- 
pany approach offers the best 
method of experimenting in railroad 
consolidation. If the — structure 
which it creates proves to be inade- 
quate or inefficient from a physical 
or corporate set-up, it is much easier 
and less costly to tear it apart than 
it would be to separate units com- 
pletely solidified. It would also he 
less difficult to undertake a new ex- 
periment in consolidation. Numer- 
ous reorganizations resulting from 
bankruptcies, especially the Rock 
Island dissolution, have proved that 
theory. So the economic utility of 
the holding company device in an 
era of railroad reform has _ been 
amply demonstrated. To destroy it 
simply for political reasons would 
be a return to even worse chaos— 
as Mr. Roosevelt’s transportation 
experts would inform him, if he 
asked their advice. 

So, when the tumult and shout- 
ing of kings and dictators dies on 
this new battleground, you will find 
that things are about as they were 
before—and will so remain for years 
to come. The “holding company” 
has been appropriately named. 





Profit Possibilities in Early 
Maturing Speculative 
Bonds 





(Continued from page 654) 


already been extended from previous 
maturities and such treatment seems 
the most probable next year. The 
near maturity and doubt over the 
Chesapeake & Ohio’s attitude in the 
matter have combined to_ bring 
about new low prices for the notes 
and an opportunity for profitable 
outright speculation. 

Holders of Pacific R.R. of Mis- 
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gun bonds have been offered par 
value in new 314% Collateral Notes 
under the company’s proposed plan 
of reorganization, but this by no 
means decides their eventual treat- 
ment. The mortgage covers an 
essential part of Missouri Pacific 
trackage, although charges were cov- 
ered only 0.62 times in the first 
ceven months of 1937. 

The Southern Railway earned its 
fxed charges 1.05 times in 1937, the 
margin dipping below that of the 
previous year, but holding well 
above depression levels. The col- 
lateral 4s are a direct lien of South- 
em Railway and are additionally se- 
cured by an approximately equal 
amount of Mobile & Ohio General 
4s, due 1938. 

Warner Bros. Pictures showed a 
good increase in earning power in 
the year ended August 31, the cov- 
erage on the debentures rising to 
274, against 1.90 in the preceding 
vear. The company has at various 
times considered ways of refunding 
this issue, but present market con- 
ditions have disrupted plans. In- 
come has been growing steadily over 
the past three years, and evidence 
that the current falling off in busi- 
ness was to be temporary would be 
quickly reflected, in the price of the 
debentures. 


* * * 
It will be noted that the table on 
page 654 shows current income 


rturn only. Yield to maturity is 
not considered, in view of the short 
terms, and because gains due to the 
discount in present prices should be 
considered speculative profits rather 
than true income. 





What Current Corporate 
Statements Show 
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company earned net of $1.94 a share 
or less than in 1936. Without the 
inventory writedown, the profit 
would have been $6.97 per share. 
This sort of thing is one of the rea- 
sons why stocks of tire companies 
sll on a relatively low earnings 
ratio even when things look bright 
for them. 

Cotton textile manufacturers and 
non-ferrous metals producers or 
processors are also among those 
greatly affected by fluctuating 
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prices, as affecting inventory val- 
ues. Formerly meat packers were 
subject to periodic inventory write- 
downs of devastating proportions, 
but under the New Deal prices of 
anything originating on the farms 
have had a floor put under them 
whenever trouble threatened. 

In relation to the near term busi- 
ness trend, generally high level of 
inventories of most consumers’ dur- 
able goods—such as automobiles, 
radios, furniture and all relatively 
expensive household equipment—is 
of major importance. The trouble 
here has not been fluctuating prices 
so much as the sudden cessation of 
demand to which such goods, as 
well as capital goods, are subject. 
In most instances these inventories 
would not be importantly excessive 
in relation to normal sales—but 
sales slumped so fast late in 1937 
that inventories could not be ad- 
justed by any means in proportion. 

The leading tin container com- 
panies present a somewhat curious 
exception to the rule that companies 
doing a stable business show no im- 
moderate expansion of inventory. 
It is true that volume in cans is 


larger than in 1929, justifying in- 
crease in inventories as compared 
with that year, but the gain in 1937 
inventories as compared with 1936 
has no easy explanation, unless it 
be misjudgment. The increase for 
American Can was from $31,757,000 
to $40,930,000, with cash declining 
from $11,630,000 to $5,239,000 and 
with the balance sheet showing 
$9,000,000 in bank loans as against 
none a year ago. For Continental 
Can, the increase in 1937 inventory 
over that at the close of 1936 was 
from $25,080,000 to $39,445,000 or 
a much bigger percentage increase 
than in the case of American Can. 
This company’s holdings of cash 
items declined from $8,550,000 to 
$5,726,000 and balance sheet showed 
bank loans of $12,000,000, against 
none a year before. 

At a time of depression, whether 
it be short or long, there is some- 
thing comforting about having a 
sizable amount of cash. Compari- 
son of holdings of cash and market- 
able securities at the end of 1937 
with corresponding figures for the 
close of 1929 shows some interest- 
ing variations. On this basis, cor- 
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BANK AND TRUST COMPANIES 


Bid Asked 
Banllers C2)... 665... .8545:: ise se 48 
Bank of Manhattan (1.50). . . ‘ 2214 24 
Bank of N. Y. & Trust (14)....... 354 362 
Brooklyn Trust (4)............... 82 87 
Central Hanover (4)... . . 93% 961% 
oo ; 31 33 
Chemical (1.80)....... jinn ae 43 
Commercial National (8). . 140 146 
First National (100). . .. ..1745 1785 
Guaranty (12)........ Bore Vive ee 241 
Irving Trust (.60)... . . . 11% 12%, 
Manufacturers (2)... . ; : _—  . 39 
National City (1)... .. + .. %% 27%, 
New York (5)......... ; 89 92 
United States Trust (+70) .1460 1510 


INSURANCE COMPANIES 


Aetna Cas. & Sur. (1.75)... a. oe 87 
Aetna Fire (1.60).... 431%, 45% 
Aetna Life (7.50)... aes . 24% 26 
Am. Surety (2.50). . 3 40 42 
Boston ({21)....... Sriceiate <. See 585 
Fireman's Newark (.30).... : 8, 9%, 
Glens Falls (1.60)..... : . 38 37 
Great American (11.20) : = 25% 
Hanover F. (1.60) 291% 31% 


INSURANCE COMPANIES—{Continued) 


Bid Asked 
Hartford Fire (8). .................5 & 67 
on gy) ee 271% 29 
Ins. Co. of North America ({2.50)... 57 59 
National Fire (2)................- . 53% 55% 
Phoenix (72.50)............ ..2e 12% TAY, 
Sun Life Can (15)... .. . 410 460 
| a eee .. 418 428 
United States Fire (2).............. 47 49 
Westchester F. (11.60)............. 29 30% 


INVESTMENT TRUST SHARES 


PTS ooo ne vie nwtiees 191% 21 
Brit. Type Investors... .... S46 -28 43 
Bullock Fund..........- 3 141% 
Corporate Trust—AA.. . 2.49 Re 
Fidelity Fund......... 18.29 19.70 
Incorporated Investors. . . 163% FCO 
Maryland Fund........ .. 19.42 20.60 
Massachusetts Invest... . . . . 10.39 11.36 
Nation-wide Securities B. . . . Sa 3.02 
No. Amer. Trust Shares 1956 . 2.41 ae 
Quarterly Income Shares . 10.83 11.86 
Spencer Trask Fund.... . 14.28 15.03 
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porations showing substantial in- 
crease in cash include du Pont, 


American Chicle. Caterpillar Trac- 
tor, J. I. Case. General Cigar, Her- 
cules Powder, Industrial Rayon, 
Kress, National Lead, U. S. Gypsum 
and Woolworth. 

Companies having much less cash 
at close of 1937 than in 1929 include 
American Can. American Woolen, 
Congoleum, Continental Can. Fire- 
stone Tire, Flintkote, General Rail- 
way Signal, Goodyear, International 
Shoe, Mohawk Carpet, Pacific Mills, 


Reynolds Tobacco and Standard 
Brands. Persistent drain on cash 
should be watched. It sometimes 
forecasts dividend reduction or 


omission, if not corrected. 





Potentialities in Gold Stocks 
Appraised 





(Continued from page 645) 


in accordance with future develop- 
ments, be they further recession and 
deflation, or an abrupt swing to in- 
flation with its strong probability 
of another devaluation. There fol- 
low a few brief sketches of impor- 
tant gold producing companies from 
which it’ might be possible to make 
a specific selection. 





Homestake Mining has proved it- 
self over nearly sixty years of con- 
tinuous operation to be one of the 
richest gold mines in the world. The 
site of the mining properties is near 
Lead, South Dakota, and the com- 
pany has developed ore reserve suffi- 
cient for a dozen years of activity at 
the present rate. ; 

Last year the stock of Homestake 
Mining was split eight-for-one and. 
on the basis of the stock presently 
outstanding. the profit of $7,650,452. 
which was reported for 1936, was 
equivalent to $3.81 a share. No 
financial statement for the full year, 
1937, is available as vet, but for the 
first six months’ earnings of $3,384.- 
438 were equivalent to $1.68 a share. 

Homestake sold this year 
above $65 a share and is quoted to- 
day only moderately below this level. 
Paying a dividend of 3714 cents 
monthly, or $4.50 annually, the stock 
affords a more than ordinarily high 
and assured vield at present prices. 
What have 


has 


disadvantages it mav 
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compared with gold producers else- 
where are mainly the result of its 
being an American company and 
therefore subject to whatever legis- 
lation Washington may choose to 
pass. Bought as a hedge against 
further business recession it should 
not, of course, be retained long after 
business unmistakably turns upward 
again. 





Lake Shore Mines, Ltd. This 
company, operating in the Kirkland 
Lake area of northern Ontario, is 
regarded as the largest Canadian 
producer of gold. Although nothing 
is said as to reserves, either as to 
quantity or as to quality, it is appar- 
ent that the company still faces a 
long and profitable life. 

For the fiscal year ended June 30, 
1937, Lake Shore Mines reported a 
net profit of $8,301,057, after de- 
preciation and taxes. This was equi- 
valent to $4.15 a share on each of 
the 2,000,000 shares of capital stock 
outstanding and compared with 
$4.83 a share in the previous year. 
The decline in earnings was owing 
to a slightly lower quality of ore. 
In the latest fiscal period the com- 
pany treated 879,559 tons of ore for 
a production of $15,692,653, or a 
recovery of $17.84 a ton, while in 
the previous period there were 
treated 873,101 tons of ore for a pro- 
duction of $16.361.530. or $18.74 a 
ton. 

The 2,0000,000 shares of common 
stock, which is of $1 par value, repre- 
sent the company’s only capital 
liability. Financially, Lake Shore is 
very strong. the balance sheet of last 
June showing current assets of $10, 
032.105. of which $7,999,136 was in 
the form of whereas current 
liabilities amounted to only $2,104, 
832. For the three or four 
years the common stock of this com- 
pany has fluctuated within an un 
usually narrow range. Currently the 


cash, 


past 


price is about $57 a share and this, 
on tne basis of the $6 a share which 
was paid in dividends during the 
calendar vear. 1937, affords a hand 
some return on the capital invested. 


—— 


McIntyre Porcupine Mines, Ltd. 
Like Lake Shore, this company is 
also a Canadian gold producer. Mc 
Intvre, however, has an expanded 
sphere of influence and is something 
of an investment trust. The com- 
pany’s interests throughout Ontario 
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are quite widespread and it owns, 
in addition, a fifty per cent control 
of an inactive coal company with 
holdings in Alberta. Among the 
marketable securities carried in the 
latest balance sheet were gover. 
ment and municipal bonds to the 
amount of nearly $10,000,000 and 
100.000 shares of the International 
Nickel Co. of Canada., Ltd. 

For the fiscal year to March 3], 
1937, earnings of $3,560,372 were 
reported after depreciation and 
taxes. This figure is equal to $4.46 a 
share on the outstanding capital 
stock and compared with earnings 
equal to $4.49 a share in the previ. 
ous period. For the nine months to 
December 31, last, McIntyre re. 
ported earnings of $3.40 a share, 
against $3.30 a share for the corre- 
sponding previous period. 

McIntyre pursues a_ dividend 
policy which is quite at variance 
with that of the majority of con- 
panies mining gold. Instead of pay- 
ing out all earnings—and in many 
instances part of the depletion 
and depreciation reserves, too—the 
company for several years now has 
been distributing a regular quarterly 
dividend of 50 cents. As this has 
been well under earning capacity, 
there has been a marked strength- 
ening of the current asset position. 
While there will be some who think 
that the company should pay out to 
its stockholders all it can, instead of 
investing their money in unrelated 
enterprises such as _ International 
Nickel, the return afforded by even 
the restricted $2 dividend approaches 
5% at today’s price of $48 a share 













Prospects for Recovery 





(Continued from page 628) 


attempted here to cover the whole 
field of legislative possibilities. A 
substantial revision of the undistrib- 
uted earnings and capital gains taxes 
appears likely, and these changes 
would certainly help business sent 
ment. The farm program cannot be 
considered a recovery measure, for! 
will not increase the national income 
and may, indeed, lower it. The same 
goes for the proposed wage-hour 
legislation, now moribund and likely 
to stay that way. 

In summary, it appears improb- 
able that we are going to come out 
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of this depression in any such fast 
leap as we took in the spring of 1933. 
Instead—unless Washington or war 
radically changes the present picture 
—we are likely to emerge gradu- 
ally—to readjust our way out, as it 
were. A recovery of that pattern 
might be something like that follow- 
ing the 1920-1921 depression. In 
that setting, after bottom was 
reached, it required six months to 
lift the Reserve Board’s index of 
production by 10%, ten months to 
lift it by 20%, and nineteen months 
to make up the entire loss. We will 
do well to equal that in speed. 





Railroad Problem Near 
Critical Phase 





(Continued from page 638) 


merely by undercutting railroad 
freight rates. That is why the truck- 
ing interests have asked a rate in- 
crease virtually identical to the scope 
of that asked by the railroads. 

It is true that transportation costs 
enter in the decisions of manufac- 
turing concerns in locating plants 
and warehouses and in searching for 
economies in use of fuels, raw ma- 
terials, etc. But as compared with 
other factors, it is to be doubted 
that the difference between present 
freight rates and those asked by the 
railroads and the motor truckers 
would of itself induce any important 
number of companies to re-locate 
plants or warehouses. Should the 


increase, the added average cost of 
moving one ton of freight one mile 
would be, roughly, one-tenth of one 
cent. As compared with such eco- 
nomic factors as regional variations 
in labor costs, in climate and in 
proximity to urban markets such an 
increase in freight rates would be a 
minor factor. Moreover, there is a 
great deal of freight—products of 
mines and forests and of agriculture, 
for example—that cannot be “re- 
located.” 

Finally, there is no practical al- 
ternative to substantially higher 
rates. Talks of wholesale consolida- 
tions probably has as little signifi- 
cance as it has always had hereto- 
fore, since the rail labor unions will 
most certainly block any changes 
that mean reduced employment and 
payrolls. Even if consolidations were 
forced by Federal policy, this remedy 
would take a long time to apply and 
the need of the roads meanwhile is 
desperate. Any effort to reduce 
fixed charges by reorganizations 
would also be subject to long delay: 
and if fixed charges were cut in half 
—or by some $300,000,000 a year— 
that amount still would not be 
enough to solve the problem. 

The best remedies would be (1) 
a prompt and substantial increase in 
freight rates and (2) a normal eco- 
nomic recovery, including construc- 
tion and heavy industry. The first 
is wholly within the province of the 
Interstate Commerce Commission, 
and the second is largely related to 
the policies of the Administration. 
What either of these branches of our 
Government will do has never been 
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Hidden Equities in Oil 
Reserves 
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(Continued from page 631) 


two-thirds the total discoveries since 
the beginning of oil production. 

Perspectives must also be length- 
ened to visualize the implications of 
the increase by two-thirds in oil con- 
sumption during the 1926-37 period. 
The oil industry is outstripping in- 
creases in all other major lines ata 
rate that points to a rather formid- 
able load on the producers when 
industry in general again becomes 
active. 

Prospects for future oil discoveries 
approximating in volume those of 
the past have been appreciably nar- 
rowed by reason of the fact that all 
the oil-bearing horizons of the coun- 
try have now been subjected to 
more or less intensive scientific ex- 
amination. The relatively new geo- 
physical methods of prospecting. 
and the more general application of 
geological principles to the search 
for oil, are still inconclusive on the 
negative side. But it is generally 
agreed that capable scientific exam- 
ination reduces the prospects for any 
subsequent discovery in a field show- 
ing no favorable indications by an 
average of perhaps 75%, depending 
upon how responsive the particular 
strata may be to geological recon- 
naissance. 

At the beginning of this century, 
90% of the new oil discoveries were 








Commission grant a 10% rate simple to forecast. made by random drilling and obvi- 
Stock of Stock of 
Corporation Rate Period Record Payable Corporation Rate Period Record Payable 
Am. Radiator & S. S 0.60 Q 2/25 3/31 New England Tel. & Tel 1.50 3/10 3/31 
Am. Radiator & S. S. Pf ! ) 
ee pete . se 4 a a Ottis Elevator... . 0.15 9/25 «3/21 
‘ : Otis Elevator Pfd. 6.00 Q 2/25 3/21 
Chesapeake Corp... . 3.00 Q 3/8 4/2 ; 
Chesapeake & Ohio Ry 0.75 3/8 4/1 Pet Milk Co..... 1.00 Q 3/11 4] 
Chesapeake & Ohio Pfd 4.00 Q 3/8 41 Phelps Dodge Corp 0.10 - 2/26 3/10 
Pullman, Inc... . 1.50 Q 2/25 3/15 
Devoe & Raynolds A 3.00 Q 3/19 4/1 
General Baking Pid... 8.00 Q 3/19 a’ Raybestos-Manhattan, Inc 0.37% 2/28 3/15 
International Silver 7% Ptd 2.00 3/15 4/1 Sutherland Paper 1.60 Q 3/4 3/14 
Lake Shore Mines... 4.00 Q 3/1 3/15 U. S. Tobacco 5.00 Q 2/28 3/15 
Libbey-Owens-Ford Glass 0.25 2/28 3/15 U. S. Tobacco Ptd 7.00 Q 2/28 3/15 
Liggett & Myers Tobacco Pid 7.23 Q 3/10 4/1 —— 
Lone Star Cement ‘ 3.00 Q 3/11 3/30 Q—Quarterly. 
Lone Star Gas 0.20 — 3/19 4/20 All declarations are on common stocks unless otherwise noted. 
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ous evidence, with only 10% by 
gientific methods. At the quarter- 
century mark, new discoveries by 
the dominant empirical method had 
jirunk to 57.5%, while scientific 
methods accounted for 42.5%. In the 
1931-35 period, only 12% of the new 
discoveries were by the empirical 
methods, against 85% by scientific 
methods and 2.4% from deeper drill- 
ing. These pronounced contra trends 
demonstrate the superiority of scien- 
tific prospecting. And the intensive 
application of these methods to all 
the potential oil-bearing horizons of 
the country, over a period of 10 or 
15 years, has materially reduced the 
possibility of further discoveries 
comparable with those of the past. 


Actual New Discoveries on the 
Wane 


A rather extraordinary increase in 
the average rate of annual discov- 
eries during the 1926-30 period, con- 
current with the more general ap- 
plication of scientific prospecting 
methods, also has implications that 
should not be neglected. Average 
annual discoveries by five-year peri- 
ods showed an orderly increase from 
around 300 million barrels at the 
beginning of this century, to 875 
million in the 1921-25 period. In 
the next five-year period (when 
empirical methods of discovery 
showed their greatest decline from 
i715 to 17.8% of the total) the 
average annual discoveries scored an 
extraordinary increase to the all- 
time high of 2,165 million barrels. 
And the subsequent precipitate de- 
cline to 725 million barrels in the 
next five-year period suggests the 
possibility that the great discoveries 
of the 1926-30 period, coincident 
with the preponderance of the more 
precise scientific finding methods, 
nay have brought in the last of our 
large-scale oil reserves. 

The 1935 estimate of the Amer- 
ican Petroleum Institute rather 
curiously tends to confirm this con- 
clusion. This gives an estimate of 
12.18 billion barrels as of January 
1, 1935, based upon the data avail- 
able in October of that year. A sup- 
plementary estimate for January 1 
1935, limited to oil in the same pool: 
as the previous estimate for that 
date, but including marginal exten- 
sions of these pools during the suc- 
ceeding 15 months to February, 
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1937, showed reserves of 13.63 bil- 
lion barrels. In other words, there 
was an addition of 1.45 billion bar- 
rels to the pools already known in 
October, 1935. Deducting these 
marginal additions of 1.45 billion 
barrels to the already known fields. 
from the 13.63 billion reserve as esti- 
mated on January 1, 1937, this 
leaves but 12.18 billion barrels, 
which is the lowest estimate of the 
total reserve since 1932. 

It is thus apparent that there is 
already a deficit in new discoveries, 
in line with the conclusions pre- 
viously advanced; and that the 
proximate status quo in total re- 
serves over the past several years 
has been maintained largely by mar- 
ginal extensions of already known 
fields. 

There was a sharp rebound in ad- 
ditions to the reserves in 1937, 
though there is a wide discrepancy 
in the estimates, which suggests the 
American Petroleum Institute may 
be leaning to the optimistic in its 
interpretation of the results. The 
API estimates the additions at 2,444 
million barrels, against 1,849 mil- 
lion as estimated by The Oil and 
Gas Journal. As previously noted, 
the average annual discoveries in the 
1931-35 period amounted to 725 mil- 
lion barrels, and the peak 5-year 
average annual was 2,165 million in 
the 1926-30 period. 

The 1937 results involved heavy 
drillmg operations, an increase of 
30% over the number of wells in 
1936, and the second largest of 
record. Substantially the bulk of 
these new additions to the reserves 
continue to be marginal extensions 


of presently known fields. There 
were no important new fields 
brought in. 

If a rate of 1.7 billion barrel 


additions to the reserves can be 
maintained, the theoretical peak 
production will be in 1950, and the 
ultimate reserves will be four times 
the present reserve, including sup- 
plementary recoveries from presently 
known fields with the higher prices 
anticipated at peak production. An 
addition of 1.1 billion barrels per 
annum about meets the conditions 
in the example given previously, 
where the existing reserve is doubled 
and the theoretical peak falls in 1943. 

The free and economical inter- 
change of world commerce makes 
the problem of our oil supply out- 





Forthcoming Dividend 








se 
Meetings 
Company Time Date 
a | ROSE Se a a I 9:15 Mar 9 
PI ios os og Snes oes os 1:00 Mar. 4 
American Agricultural Chemical*. .... . —— Mar. 2 
Amer. Brake Shoe & Foundry Com & Pfd.10:30 Mar. 8 
Amer. Cities P. & L. Corp., Class A Pfd.* Mar. 8 
American Crystal Sugar Com. & Pfd.*...—— Mar. 1 
Amer. Cyanamid Co., Class A & B..... —— Mar. 1 
American Express Co................. 3:00 Mar. 1 
Amer. Gas & Elec. Co. Com. & Pfd.*.. ——— Mar. 8 
Amer. Smelt. & Ref. Com. & 7% Pfd...12:00 Mar. 1 
American Snuff Com, & Pfd........... 11:00 Mar. 2 
American Superpower Corp. 1st Pfd....12:15 Mar. 1 
American Water Wks. & Elec. Pfd..... 11:00 Mar. 1 


Anchor Hocking Glass Corp. Com. & 


ENS oo hoo io0deu te cocoeeet 10:30 Mar. 1 
Bank of Manhattan................... 12:00 Mar. 10 
Bank of New York & Trust............ 10:30 Mar. 8 
A eae eee 3:15 Mar. 1 
Beatrice Creamery Com. & Pfd.*....... 10:30 Mar. 1 
Beneficial Ind. Loan A Pfd. & Com.*... 1:30 Mar. 2 
Ee ee —— Mar. 3 
Carriers & General Corp.*............. —- Mar. 9 
Central Aguirre Associates............ 10:00 Mar. 3 
Central Hanover Bank & Trust.......... 12:00 Mar. 1 
Chemical Ban’. & Trust*............... 12:00 Mar. 10 
Continental Baking Pfd.*.............. 2:30 Mar. 3 
CHOU GE WNEiig 6.5 docs i sccceenss 10:00 Mar. 9 
Deisel Wemmer Gilbert*.............. 2:00 Mar. 1 
Federated Dept. Stores Com. & 414% 

WN ee ciek oth hes 00 Sete ate eae 11:30 Mar. 10 
First Natl. Stores Com. & 8% Pfd.*.....—— Mar. 1 
General Baking Com. & Pfd........... 4:00 Ma. 10 
Glidden Co. Com. & Pfd.*............ 10:30 Mar. 7 
Oe i an ee 10:00 Mar. 3 
Hollinger Consol. Gold Mines, Ltd.*...——— Mar. 4 
FI ES oo hoon cincstianceestanats 10:00 Mar. 8 
He I oo oc .cien eeepc ck scdces — Mar. 9 
International Nickel Pfd.............. 2:30 Mar. 7 
International Shoe*.................. —— Mar. 1 
ae cee <a ceace Se eae 
Island Creek Coal Com. & Pfd......... 2:00 Mar. 8 
oe a 9:00 Mar. 8 
DOE NIN a sls cen chee tion nicoes .11:00 Mar. 1 
Manufacturers Trust Co. of N. ¥Y. Com. & 

og Ae eee ee ages 3:15 Mar. 7 
Marine Midland........ RO NANA 2:30 Mar. 1 
Mons (Philip) & Co.*...... eee —— Mar. 8 
Pacific Gas & Electric.......... .. 3:30 Mar 9 
Pacific Lighting Corp. Pfd............. 1:45 Mar. 2 
Paramount Pictures Pfd.*............ . 3:30 Mar. 1 
Pittsburgh Screw & Bolt*...... ....- oo Mar. 4 
Procter & Gamble Pfd.. Cuccsaves.> tee Moe 
oo | a a ee ae —— Mar. 8 
ee Ser 2:00 Mar. 1 
Twentieth Century-Fox Film Com. & Pfd.* 4:00 Mar. 2 
United Shoe Machinery Com. & Pfd....10:30 Mar. 9 
United States Gypsum Com. & Pfd.....10:00 Mar. 2 
Ualtad States Tatts... 5c. cic ccccan 12:00 Mar. 3 
Ward Bakery 7% Pd.*............. .11:30 Mar. 1 
Western Electric............-.....55- —— Ma. 8 
White Rock Min. Spring Com. & Pfds.*.. 12:00 Mar. 9 
Yale & Towne Mfg. Co.*............. 2:00 Mar. 10 


All meetings on common stocks unless other- 
wise noted. 
Approximate date. 





look more or less identical with the 
world outlook. For example, the 
difference in destination cost of oil 
loaded at our Gulf ports for either 
New York or European ports is 
practically negligible in cents per 
gallon. 

At the first of 1986 it was esti- 
mated that the United States had 
48% of the world reserves. Vene- 
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BONDS CALLED FOR REDEMPTION 





Title 
(llinois Water Service 1st Ser. “A" 5/1952 
Missouri River Sioux City Bridge 1st S. F. 6/1953 
Quebec (Prov. of) 5/1943............. 
Toho Electric Power 1st S. F. “A” 7/1955... 
Chicago Union Station guaranteed 4/1944. . 
Lexington Water Co. Ref. 5/1960 
Libby, McNeil & Libby 1st S. F. 5/1942 
'nternational Salt 1st & Consol. Coll. 5/1951 
Utica Gas & Electric Gen. “D" 5/1956... 
Denmark (Kingdom of) Ext. 41/1962 
Denver Gas & Electric Gen. 5/1949 
Appalachian Electric Power 1st & Ref. 5/1956 
Appalachian Power 1st 5/1941 
Virginia Power 1st & Coll. Tr. 5/1942... ‘ 
St. Joseph Rwy. Lt. Heat & Power 1st & Ref. 5 1946 , 
(E. 1.}—Entire Issue. 


(N. S.)—Amount not ted. 


Amount 

(000 omitted) 

733 

980 

5000 

275 

324 

E. I. 

112 

N. S. 

ie 

327 

50 

e. 2. 

.  § 

*€. 1. 

: 2327 
(*)}—Pre-payment offer. 





zuela, which is sometimes mentioned 
as having vast “lakes” of oil that 
would supply us for a considerable 
period, was credited with 6% of the 
world reserves though there have 
been important additions to these 
since. The United States accounted 
for 61% of the world production in 
1936, so that with but 48% of the 
reserves we will ultimately be de- 
pendent upon foreign sources of 
supply if these ratios are maintained. 
In the first 11 months of 1937 we 
imported 30 million barrels of oil and 
exported 160 million, nearly two- 
thirds of the latter being refined 
products. 

The prospects for future oil dis- 
coveries in volume throughout the 
world are more or less comparable 
with those outlined for this country, 
since the competition among other 
great powers to acquire their own 
sources of supply has been quite as 
keen as the inter- -company competi- 
tion in this country. 





As I See It! 





(Continued from page 621) 


Africa. That is where Mussolini’s 
dreams lie—British Africa. 

The Spanish adventure has not 
turned out so well for Mussolini. It 
has taken too long. It has given 
Germany the opportunity to grow 
strong and enabled Britain not only 
to undermine Mussolini’s influence 
in Germany, but to strengthen her- 
self so that she might conceivably 
bottle him up in his Mediterranean 
Sea. if he became busy elsewhere. 

All in all—it is evident at the mo- 
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ment that the positions of Mussolini 
and Hitler have been reversed. Hit- 
ler is now on top. While France and 
England have again seriously lost 
prestige. New alignments are in the 
making in Europe. The most sur- 
prising changes can take place in the 
next few months when each nation 
is fighting for self preservation. 
Events seem to be fast moving to a 
climax. 





For Profit and Income 





(Continued from page 649) 


of 10% will be granted and it may 
be assumed, therefore, that any fig- 
ure greater than this will be con- 
structively interpreted by the mar- 
ket, while anything less (general 
conditions being what they are) 
might be a serious disappointment. 
In the case of a decision considered 
unfavorable, the most serious effects 
might well occur in the bond mar- 
ket. . . . Investors should be pre- 
pared to see earnings’ reports for 
the first quarter make a_ violently 
adverse comparison with the first 
quarter of 1937. This, it must be 
remembered, has been the fastest 
depression on record and the com- 
ing comparison will be between the 
peak and the depths—or near- 
depths, at least. . . . How is it that 
so many of our big aircraft com- 
panies have their plants on the Pa- 
cific Coast? Boeing, Douglas, Con- 
solidated, Lockheed and North 
American are all there. Whatever 
the reason for the locality, it is cer- 
tain that the current activity is 
more than ever appreciated now 


that slump has beset so many other 
lines. 


U. S. Steel Prepares to Finance 4 


At the annual meeting which wil 
be held April 4 stockholders 
United States Steel will be asked 
authorize an increase in the capi L 
ization to 15,000,000 shares of com 
mon stock. Also, directors will seek 
permission to issue bonds, debeme 
tures and other obligations conver 
tible into common. It is stated that 
there is no intention of financing imé 
mediately, but that it is desired t@ 
be prepared with a flexible capital 
ization should the need arise. In the ; 
five- “year period to December, last 
U. S. Steel and its subsidiaries have: 
spe “ about $250,000,000 for rehas 
bilitation and new construction. pro 
viding $225.000.000 of this sum out: 
of their own resources. Recently, 
$50,000,000 was borrowed from banks: 
for the improvement program. While 
a stockholder’s first reaction to the: 
issuance of additional securities may? 
be adverse, he can hardly take the 
attitude that his equity is being dk” 
luted when the corporation is spend-§ 
ing so much for tangible property] 
which ought to support easily any] 
additional securities that may be# 


issued. 





Happening in Washington © 





(Continued from page 625) 


endorse this concrete application of 
its generalized attack on concet-} 
trated economic power. Bill will? 
make local Congressional campaign | 
material this fall but won’t be serk = 
ously pressed for passage until next™ 


year. 


Justice Black's dissenting opinions 7 
are already attracting attention of 7 
constitutional law students. Taking 
his liberal tag seriously, he appar 
ently is bent on establishing a repu- 4 
tation as an “aginer,” hoping for™ 
vindication years hence. But many > 
liberal jurists, even future ap 7 
pointees, are not likely to go the 
whole road with him. He is dis- ¥ 
tinctly anti-corporation and has at- 
tacked some long-settled precedents, © 
but his defense of state rights may 7 
eventually enrage or embarrass New 7 
Dealers. 
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